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Editorial 


The- peaceful mass participation in the elections for a Constituent 
Assembly (“CA”) in Nepal on April 10, 2008 was not only an historic 
achievement of the Nepalese people, but a reminder that the revolutionary’ 
process in Nepal deserves the close attention and eager assistance. of every 
sincere Marxist. . 

This election was not an exercise due to some number of. years having 
_ ‘passed since the last, nor the result of some legislators bribed to cross the. 
floor or stay away. The demand for elections to a CA was raised by the 
revolutionary left in Nepal immediately on the murder of king Birendra 
and his family on June 1, 2001. It was a demand raised both by the CP'S 
(Maoist) engaged in armed struggle, and the CPN (Unity Centre). with iis 
parliamentary front (“Janamorcha Nepal”)—who was first is for historians 
to determine. The point was that the monarchy had now truly come to ai | 
end, its legitimacy gone for good. Of course even then the feudal rulir'g x 
class was an anachronism, but the royal institution in the person cf 
Birendra had continued to resist domination of Nepal by the rulers cf 
_India, and therefore had a meaningful claim as “national symbol.” Whe.: 

- Birendra was murdered and the grinning thug of a new crown princ- 
Paras emerged unscathed from the massacre. scene, the monarchy might 
still command hired guns but its legitimate historical role and all claims 
_ to allegiance were gone. | | 

When the new king Gyanendra threw the Royal Nepal Army (“RNA’. 
‘into combat against the revolutionary youth in the hills, Nepal’s Sovereign) 
was at stake. The people of Nepal would seize sovereignty in combat or : 
would disappear, as surely as it has in Sikkim or Panama. The fighters ‘of 
the People’s Liberation Army (“PLA”) —and the revolutionary communit ug 
in which they were based—fought, and were tortured and murdered wher `` 
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The Financialization of Capital and 
the Crisis | 


JOHN BELLAMY FOSTER 


With the benefit of hindsight, few now doubt that the housing bubble 
that induced most of the recent growth of the U.S. economy was bound 
Kto: burst or that a general financial crisis and a global economic 
{slowdown were to be the unavoidable results. Warning signs were 
evident for years to all of those not taken in by the new financial 
_ alchemy. of high-risk debt management, and not blinded, as was much of 
the corporate world, by huge speculative profits. This can be seen in a 
‘series of articles that appeared in this space: “The Household Debt 
1 Bubble” (May 2006), “The Explosion of Debt and Speculation” (November 
,2006), “Monopoly-Finance Capital” (December 2006), and “The 
Financializ-ation of Capitalism” (April 2007). In the last of these we 
wrote: | 


So crucial has the housing bubble been as a counter to stagnation 
and a basis for financialization, and so closely related is it to the 
“+ basic well-being of U.S. households, that the current weakness in 
i the housing market could precipitate both a sharp economic 
1 downturn and widespread financial disarray. Further rises in 
f- interest rates have the potential to generate a vicious circle of 
IE stagnant or even falling home values and burgeoning consumer 
#- debt service ratios leading to a flood of defaults. The fact that 
€ U.S. consumption is the core source of demand for the world 
t. economy raises the possibility that this could contribute to a more 
' globalized crisis... 

h 


In the September 2006 Global Financial Stability Report the IMF 
executive board directors expressed worries that the rapid growth 
of hedge funds and credit derivatives could have a systematic 
impact on financial stability, and that a slowdown of the U.S. 
economy and a cooling of its housing market could lead to greater 
“financial turbulence,” which could be “amplified in the event of 
. Unexpected shocks.” The whole context is that of a financialization 
= so out of control that unexpected and severe shocks to the system 
i and resulting financial contagions are looked upon as inevitable.’ 
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This scenario, which was already beginning to be, played vut at the 
time that the above passage was written, of stag~; ad falling 
home prices, a flood of defaults, and a global ece -:.". crisis due 
to financial contagion and a drop in U.S. consusuption, has now 
become a concrete reality. Since the collapse of the subprime 
mortgage market in July 2007, financial distress and panic have 
spread uncontrollably not only across countries but also across 
financial markets themselves, infecting one sector after another: 
adjustable rate mortgages, commercial paper (unsecured short-term 
- corporate debt), bond insurers, commercial, mortgage lending, . 
corporate bonds, auto loans, credit cards, and student loans. 
Banks, hedge funds, and money markets are all under assault. 
Given the already weak condition of U.S. production,. it did not 
take long for this financial unraveling to be registered in negative 
numbers in the “real” economy: falling employment, weakening 
consumption and investment, and decreasing production and 
profits. Most business and economic analysts now believe that a 
full blown recession is ahead both for the United States and the - 
world economy, and may already have begun. “As of right now,” 
former Federal Reserve Board Chairman Alan Greenspan stated on 


February 25, 2008, “U.S. economic growth is ‘Zero. We are at stall 
speed.” 


What we will argue here is that this is not just another massive . 


credit crunch of the kind so familiar in the history of capitalism, but | 


signals a new phase in the development of the contradictions of the 
system, which we have labeled “monopoly-finance capital.” The bursting 
of two major financial bubbles in seven years in the citadel of capitalism’ 


points to a crisis of financialization, or of the progressive shift in gravity’ 


from production to finance that has characterized the economy over the 
last four decades. 

What Paul Sweezy just over a decade ago called “the financialization 
of the capital accumulation process” has been the main force lifting 
economic growth since the 1970s.° The transformation in the system that 


this has brought about is reflected in the rapid growth since the 1970s of : 
financial profits as a percent of total profits (see chart 1). The fact that: 
such financialization of capital appears to be taking the form of bigger 
and bizger bubbles that burst more frequently and with more devastating 


effect, threatening each time a deepening of stagnation—i.e., the 
condition, endemic to mature capitalism, of slow growth, and rising 
excess capacity and unemployment/underemployment—is thus a 
development of major significance. 


In order to address this issue we will first examine the evolution of. 


the immediate crisis identified with the bursting of the housing bubble. 


Only then will we turn to the question of the long-run trend of: 
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Fed by lnw, inteFest*rates and changes in reserve requirements of banks 
(which 1s Zesagoré funds available) capital flowed massively into the 
housing igi: _.«¢.mortgage lending skyrocketed, housing prices soared, 
and hyperspeciation soon set in. 

What occurred followed the basic pattern of speculative bubbles 
throughout the history of capitalism, as famously depicted by Charles 
Kindleberger in Manias, Panics, and Crashes: a novel offering, credit 
expansion, speculative mania, distress, and crash/panic. 


Novel Offering 


A novel offering may be a new market, a revolutionary new technology, 
an innovative product, etc. the novel offering in this case was the 
“securitization” of mortgage loans through a new financial instrument 
known as the collateralized debt obligation (CDO). Since the 1970s banks 
had been pooling individual mortgage loans, using the cash flow provided 
by these loans to generate residential mortgage-backed securities. These 
_securitized loans in a later development were themselves repackaged in 
the form of CMOs (“Collateralized Mortgage Obligations”). The CMOs 
were comprised of what were known as “tranches,” or groupings of 
income streams from mortgages divided so as to pay off the principal of 
each tranche’s debt in sequence—the highest tranche, first, and so on. In 
the 1990s, and especially at the end of the decade, banks began to 
construct CDOs, which mixed together low-risk, middle-risk, and high- 
risk (subprime) mortgages, along with other types of debt. The tranches 
now represented risk of default, with the lowest tranche absorbing all 
defaults before the next higher tranche, and so on. The three major. 
credit agencies gave the higher tranches of these new CDOs investment- 
grade ratings. (An investment grade bond is one judged likely enough to 
meet payment obligations that banks are allowed to invest in them—a 
bond below investment grade is a junk bond.) The assumption was that 
geographical and sector dispersion of the loan portfolio and the “slicing 
and dicing” of risk would convert all but the very lowest of the tranches 
of these investment vehicles into safe bets. In many cases the highest 
(and largest) tranche of such CDOs obtained the best possible rating 
(“AAA”-——equivalent to the rating of the obligations of the U.S. 
government) through the device of being “insured” against-default by a 
bond-insuring company that itself had been granted AAA ratizts. All of 
this created a vastly expanded market for mortgage lending. This“quickly 
encompassed so-called “subprime” borrowers with poor credit histories. 
and/or low incomes previously outside the mortgage market. And by 
obtaining high credit ratings for the resulting instruments, the bank 
creators of these securities obtained the ability readily to dispose of 
them throughout the new global financial markets. 

Crucial to the housing bubble were off-balance-sheet conduits set uf 
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accumulation, namely the stagnation-financialization dynamic, where the 
larger historical conditions of the present crisis ar¢ fo ‘be found. 


Chart 1. Financial profits as a percent of total profits (five-year 
moving average) 
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financial profits as.a percent of total domestic profits 
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Source: Table B-91. Corporate Profits by Industry, 1959-2007, Economic Report of the 
President, 2008. 


The Five Phases of a Bubble 


Although the massive stock market decline in 2000 seemed to presage 
a serious economic decline, business losses were cushioned and wider 
economic disruptions were curtailed by a real estate bubble—leading to 
only a relatively minor recession in 2001. Financial analyst Stephanie 
Pomboy at MacroMavens aptly dubbed this in 2002 as “The Great Bubble 


[ransfer,” in which a speculative bubble in the home mortgage market i 


niraculously compensated for the bursting of the stock market bubble.* 
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by banks, known as structured investment vehicles (SIVs)—themselves 
virtual banks—designed to hold CDOs. These special entities financed 
their purchases of CDOs by drawing on the commercial paper market for 
short-term funds. This meant that they were borrowing short-term funds 

. (through the -issue of “asset-backed commercial paper”) to invest in 
long-term securities. In order to reassure investors, “credit default swap” 
arrangements were made with banks, involving big banks like Bank of 
America, ‘whereby .SIVs (in this case the swap buyers) made quarterly 
payments in return for banks (the swap sellers) promising to make a 
large payment if the SIVs found their assets declining and-their credit 
drying up and were forced into default. This along with other factors 
had the effect of leaving banks potentially exposed to risks that they had 
supposedly transferred elsewhere.’ 


‘Credit Expansion 


An expansion of .credit—which means people or corporations are 
taking on more debt—is required to feed any asset price bubble. In the 
housing bubble extremely low interest rates following the bursting of the 
stock market bubble and changes in reserve requirements of banks 
expanded the credit available to borrowers across the board, regardless 
of their credit history. Beginning in January 2001, the Federal Reserve 

. Board lowered interest rates in twelve successive rate cuts, reducing the 
key federal funds rate from 6 percent down to a post-Second World War 
low of 1 percent by June 2003. | 

In the resulting housing bubble cheap financing expanded the number’ 
of mortgage borrowers despite the increasing prices of houses. The 
combination of extraordinarily low interest rates and longer mortgages 
resulted in affordable monthly payments even while prices were rapidly 
increasing. If such monthly payments were still unaffordable—as they 
often were given that real wages had stagnated for thirty years and entry 

` level jobs rarely paid more than close ‘to the minimum wage-—-means 
were devised to lower the initial payments yet further. This often took 
the form of adjustable rate mortgages with low “teaser” interest rates, 
which would be reset after a specified introductory period, usually three 
to five years or less. Paying almost no interest and making no capital 
payments, new buyers could now “afford” homes at even higher prices. 
Unsophisticated home buyers were readily gulled by the overpowering 
real estate boom euphoria, and easily led to believe that the continual 
rise in the prices of their homes would allow them to refinance their 
mortgages when teaser rates expired. Many subprime mortgage loans 
amounted to 100 percent of the appraised value of the house. The 
“originators of the subprime loans had every incentive to generate and 
bundle together as many of these loans as possible since the repackaged 
loans were quickly sold off to others. And, of course, the rapidly inflating 
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home purchase costs covered by these subprime mortgages included a 
rich rake-off in the form of commissions and fees to a vast predatory 
swarm of intermediaries in the brokerage and mortgage generating 
“industry.” “The amount of subprime mortgages issued and imbedded in 
Mortgage Backed Securities shot up from $56 billion in 2000 to $508 
billion at the peak in 2005.”° 


Speculative Mania 


Speculative mania is characterized by a rapid increase in the quantity 
of debt and an ‘equally rapid decrease in its quality. Heavy borrowing is 
used to buy up financial assets, not based on the income streams they 
will generate but merely on the assumption of increasing prices for these 
assets. This is what economist Hyman Minsky famously called “Ponzi 
finance” or hyperspeculation.!° CDOs, with their exposure to subprime 
mortgages or financial “toxic waste,” increasingly took this classic form. 

Not just mortgage lenders and subprime borrowers were caught up in 
the frenzy. A-growing crowd of real estate speculators got into the 
business of buying houses in order to sell them off at higher prices. 
Many homeowners also began to view the rapid increase in the value of 
their homes as natural and permanent, and took advantage of low 
interest rates to refinance and withdraw cash value from their homes. 
This was a way to maintain or increase consumption levels despite 
stagnant wages for most workers. At the height of the bubble new 
mortgage borrowing increased by $1.11 trillion between October and 
December 2005 alone, bringing outstanding mortgage debt as a whole to 
$8.66 trillion, equal to 69.4 percent of U.S. GDP." 


Distress 


Distress marks an abrupt change in the direction of the financial 
market often resulting from some external event. The housing bubble « 
was first pricked in 2006 due to rising interest rates, which caused a 
reversal in the direction of housing prices in the hot subprime regions, — 
primarily California, Arizona, and Florida. Borrowers who had been 
depending on double-digit increases in home prices and very low interest 
rates to refinance or sell homes before the adjustable rate mortgages 
were reset were suddenly confronted with falling home prices and 
mortgage payments that were ratcheting (or would soon ratchet) | 
upwards. Investors began to worry that the cooling down of the housing ` 
market in some regions would spread to the mortgage market as a whole 
and infect the overall economy. As an indicator of such distress, credit 
debt swaps designed to protect investors and used to speculate one. 
credit quality, increased globally by 49 percent to cover a notional $42.5 
trillion in debt in the first half of 2007.! 
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Crash and Panic 


The final stage in a financial bubble is known as crash and panic, 
marked by a rapid selling off of assets in a “flight to quality” (i.e., 
liquidity). Cash once again becomes king. The initial crash that shook 
the market occurred in July 2007 when two Bear Stearns hedge funds 
that held nearly $10 billion in mortgage-backed securities imploded. One 
lost 90 percent of its value, while the other melted down completely. As 
it became apparent that these hedge funds were unable to figure out the 
‘actual value of their holdings numerous banks, in Europe and Asia as 
well as the United States, were forced to acknowledge their exposure to 
toxic subprime mortgages. A severe credit crunch ensued as fear spread 
among financial institutions, each of which was unsure as to the level of 
financial toxic waste the other was holding. The seepage of the credit 
crunch into the commercial paper market cut off the main source of 
funding for the bank-sponsored SIVs. This brought to the fore the very 
heavy risk exposure of some of the big banks arising from credit default 
swaps. A key event was the failure and: subsequent bailing out and 
nationalization of the British mortgage lender Northern Rock, which in 
September 2007 was the first British bank in over a century to experience 
a bank run, with customers lining up to withdraw their savings accounts. 
U.S. bond insurers also began to implode—a development particularly 
_ threatening to capital—due to their underwriting of credit-default swaps 
on mortgage-backed securities.” 

The financial panic quickly spread around the globe, reflecting the 
fact that international investors were also heavily tied into speculation 
on U.S. mortgage-backed securities. Widespread fears emerged that 
world economic growth would drop to the 2.5 percent or lower level 
that for economists defines a world recession. Much of the fear that 
swept through global financial markets was due to a system so complex 
and opaque that no one knew where the financial toxic waste was buried. 
Te led to a stampede into U.S. Treasury bills and a drastic decrease in 
ending. 

By January 19, 2008, the Wall Street Journal openly declared that the 
financial system had entered “The Panic Stage,” referring to 
Kindelberger’s model in Manias, Panics, and Crashes. The Federal 
Reserve Board responded in its lender of last resort function by pouring 
liquidity back into the system, drastically lowering the federal funds rate 
from 4.75 percent in September to 3 percent in January with more interest 
rate cuts expected to come. The federal government stepped in with a 
$150 billion stimulus package. Nothing, however, has served, as of this 
writing (in early March 2008), to halt the crisis, which is based in the 
insolvency of much of the multi-trillion dollar mortgage market, with 
new shocks to follow as millions of adjustable rate mortgages see jumps 
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in interest rates. Above all, the end of the housing bubble has 
undermined the financial condition of already hard-pressed, heavily 
indebted U.S. consumers, whose purchases equal 72 percent of GDP. 

How serious the economic deceleration will be in the end is still 
unknown. Financial analysts suggest that house prices must fall on 
average by something like 20-30 percent, and much more in some 
regions, to get back in line with historical trends. The decline in U.S. 
housing prices experienced an accelerated decline in the fourth quarter of 
2007.° That plus the fact that consumers are being hard hit by other 
problems such as rising fuel and food- prices guarantees a serious 
slowdown. Some observers now refer to a “bubble cycle” and look to 
another bubble as the only way to avert catastrophe and quickly restore 
growth to the economy.” Others see a period of persistently weak 
growth. 

One thing is certain. Large capitalist interests are relatively well- 
placed to protect their investments in the downswing through all sorts 
of hedging arrangements and can often call on the government to bail 
them out. They also have a myriad of ways of transferring the costs to 
those lower down on the economic hierarchy. Losses will therefore fall 
disproportionately on small investors, workers, and consumers, and on 
third world economies. The end result, as in all such episodes in the 
history of the system, will be increased economic and financial sector 
concentration on both the national and global scales. 


A Crisis of Financialization 


Little more can be said. at the moment about the evolution of the 
downturn itself, which will still have to work its way through the 
: system. From a long-term historical perspective, however, these events 
can be seen as symptomatic of a more general crisis of financialization, 
beyond which lurks the specter of stagnation. It is by exploring these 
wider and deeper issues rooted in class-based production that we can 
throw the light on the significance of the above developments for capital 
accumulation and the future of capitalist class society. 

- Numerous commentators have castigated the U.S. economy for its 
“monstrous bubble of cheap credit...with one bubble begetting another”— 
in the words of Stephen Roach, chairman of Morgan Stanley Asia. 
Elsewhere Roach has observed that “America’s bubbles have gotten 
bigger, as have the segments of the real economy they have infected.” 
Household debt has risen to 133 percent of disposable personal income, 
while the debt of financial corporations has hit the stratosphere, and 
government and non-financial corporate debt have been steadily 
increasing.® This huge explosion in debt—consumer, corporate, and 
government—relative to the underlying economy (equal to well over 300 
percent of GDP by the housing bubble’s peak in 2005) has both lifted the 
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economy and led to growing instability. 

Mainstream commentators often treat this as a national neurosis tied _ 
to a U.S. addiction to high consumption, high borrowing, and vanishing 
personal savings, made possible by the infusion of capital from abroad, 
itself encouraged by the hegemony of the dollar. Radical economists, 
however, have taken the lead in pointing to a structural transformation 
in the capital accumulation process itself associated with the decades- 
long historical process—now commonly called financialization—in which 
the traditional role of finance as a helpful servant to production has been 
stood on its head, with finance now dominating over production: 

The issue of financialization of the capital accumulation process was 
underscored a quarter-century ago in Monthly Review by Harry Magdoff 
and Paul Sweezy in an article on “Production and Finance.” Starting with 
a theory (called the “stagnation thesis”)*° that saw financial explosion as 
a response to the stagnation of the underlying economy, they argued that 
this helped to “offset the surplus productive capacity of modern 
industry” both through its direct effect on employment and indirectly 
through the stimulus to demand created by an appreciation of assets 
(now referred to as the “wealth effect”).7! But the question naturally 
arose: Could such a process’ continue? They answered: | 


From a structural point of view, i.e., given the far-reachin 
independence of the financial sector discussed above, financial | 
inflation of this kind can persist indefinitely. But is it not bound 
to collapse in the face of the stubborn stagnation of the productive - 
sector? Are these two sectors really that independent? Or is what 
we are talking about merely an inflationary bubble that is bound to 
burst as many a speculative mania has done in the past history of 
capitalism? 


‘No assured answer can be given to these questions. But we are 
inclined to the view that in the present phase of the history of 
capitalism—barring a by no means improbable shock like the 
breakdown of the international monetary and banking system—the 
coexistence of stagnation in the productive sector and inflation in 
the financial sector can continue for a long time.?? 


At the root of the financialization tendency, Magdoff and Sweezy 
argued, was the underlying stagnation of the real economy, which was 
the normal state of modern capitalism. In-this view, it was not stagnation 
that needed explaining so much as periods of rapid growth, such as the 
1960s. 

Mainstream economists have paid scant attention to the stagnation 
: tendency in the mature economies. In received economic ideology rapid 
growth is considered to be an intrinsic property of capitalism as a 
system. Confronted with what looks like the onset of a major economic 
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slowdown we are thus encouraged to see this as a mere cyclical 
phenomenon-——painful, but self-correcting. Sooner rather than later a full 
recovery will occur and growth will return to its normal fast-pace. 

There is, however, a radically different economic view, of which 
Magdoff and Sweezy were among the chief representatives, that suggests 
that the normal path of the mature capitalist economies, such as those of 
the United States, the major Western European countries, and Japan, is 
one of stagnation rather than rapid growth. In this perspective, today’s 
periodic crises, rather than merely constituting temporary interruptions 
in a process of accelerated advance, point to serious and growing long- 
term constraints on capital accumulation. 

A capitalist economy in order to continue to grow must constantly 
find new sources of demand for the growing surplus that it generates. 
There comes a time, however, in the historical evolution of the economy 
when much of the investment-seeking surplus generated by the enormous 
and growing productivity of the system is unable to find sufficient new 
profitable investment outlets. The reasons for this are complex having to 
do with (1) the maturation of economies, in which the basic industrial 
structure no longer needs to be built up from scratch but simply 
reproduced (and thus can be normally funded out of depreciation 
allowances); (2) the absence for long periods of any new technology that 
generates epoch-making stimulation and transformation of the economy 
such as with the introduction of the automobile (even the widespread 
use of computers and the Internet has not had the stimulating effect on 
the economy of earlier transformative technologies); (3) growing 
inequality of income and wealth, which limits consumption demand at 
the bottom of the economy, and tends to reduce investment as unused 
productive capacity builds up and as the wealthy speculate more with 
their funds instead of investing in the “real” economy—the goods and 
services producing sectors; and (4) a process of monopolization 
(oligopolization), leading to an attenuation of price competition—usually 
considered to be the main force accounting for the flexibility and 
dynamism of the system.” 

Historically, stagnation made its presence felt most dramatically in 
the Great Depression of the 1930s. It was interrupted by the economic 
stimulus provided by the Second World War and by the exceptionally 
favorable conditions immediately after the war in the so-called “Golden 
Age.” But as the favorable conditions waned stagnation resurfaced in the 
1970s. Manufacturing capacity utilization began its secular decline that 
has continued to the present, averaging only 79.8 percent in the 1972- 
2007 period (as compared to an average of 85 percent in 1960-69). Partly 
as a result net investment has faltered (see chart 2).7* 

The classical role of net investment (after accounting for replacing 
depreciated equipment) in the theory of capitalist development is clear. 


10 ANALYTICAL MONTHLY REVIEW / APRIL 2008 


REVIEW OF THE MONTH 


Chart 2. Net private non-residential fixed investment as a percent 
of GDP (5-year moving average) 
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Source: Bureau of Economic Analysis, National Income and Product Accounts, Table 
5.2.5. Gross and Net Domestic Investment by Major Type, Annual Data 1929-2006: 
Economic Repo of the President, 2008, Table B-l. Gross Domestic preauee 1959-2007. 


At the firm level, it is only net investment that dams investment- 
seeking surplus corresponding to the undistributed (and untaxed) profits 
of firms—since the remainder of gross investment is replacement 
investment covered by capital consumption allowances. As economist 
Harold Vatter observed in an article entitled “The Atrophy of Net 
Investment” in 1983, 


On the level of the representative individual enterprise, the 
withering away of net investment spells approaching termination of 
the historical and deeply rooted raison d’étre of the non-financial 
firm: accumulation of capital. In consequence, undistributed 
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accounting profits, if not taxed away, would lack the traditional 
offsets [effective demand in the form of net investment], at least 
in a closed economy.” 


It was net investment in the private sector that was once the major 
driver of the capitalist economy, absorbing a growing economic surplus. 
It was relatively high net private non-residential fixed investment 
(together with military-oriented government spending) that helped to 
create and sustain the “Golden Age” of the 1960s. The faltering of such 
investment (as a percent of GDP) in the early 1970s (with brief exceptions 
in the late 1970s—early 1980s, and late 1990s), signaled that the economy 
was unable to absorb all of the investment-seeking surplus that it was 
generating, and thus marked the onset of deepening stagnation in the 
real economy of goods and services. 

The whole problem has gotten worse over time. Nine out of the ten 
years with the lowest net non-residential fixed investment as a percent 
of GDP over the last half century (up through 2006) were in the 1990s 
and 2000s. Between 1986 and 2006, in only one year—2000, just before 
‘ the stock market crash—did the percent of GDP represented by net 
private non-residential fixed investment reach the average for 1960-79 
(4.2 percent). This failure to invest is clearly not due to a lack of 
investment-seeking surplus. One indicator of this is that corporations are 
now sitting on a mountain of cash—in excess of $600 billion in corporate 
savings that have built up at the same time that investment has been 
declining due to a lack of profitable outlets. 

What has mainly kept things from getting worse in the last few 
decades as a result of the decline of net investment and limits on 
civilian government spending has been soaring finance. This has provided 
a considerable outlet for economic surplus in what is called FIRE 
(finance, insurance, and real estate), employing many new people in this 
non-productive sector of the economy, while also indirectly stimulating 
demand through the impact of asset appreciation (the wealth effect). 

Aside from finance, the main stimulus to the economy, in recent 
years, has been military spending. As empire critic Chalmers Johnson 
noted in the February 2008 Le Monde Diplomatique: 


The Department of Defense’s planned expenditures for the fiscal 
year 2008 are larger than all other nations’ military budgets 
combined. The supplementary budget to pay for the current wars 
in Iraq and Afghanistan, not part of the official defense budget, is 
itself larger than the combined military budgets of Russia and 
China. Defense-related spending for fiscal 2008 will exceed $1 
trillion for the first time in history....Leaving out President Bush’s 
two on-going wars, defense spending has doubled since the mid- 
1990s. The defense budget for fiscal 2008 is the largest since the 
second world war.” 
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But, even the stimulus offered by such gargantuan military spending 
is not enough today to lift U.S. capitalism out of stagnation.. Hence, the 
economy has become more and more dependent on foancialiganon as the 
key vehicle of growth. 

Pointing in 1994 to this dramatically changed economic condition in a 
talk to Harvard economic graduate students, Sweezy stated: 


In the old days finance was treated as a modest helper of 
production. It tended to take on a life of its own and generate 
speculative excesses in the late stages of business cycle expansions. 
As a rule these episodes were of briéf duration and had no lasting 
effects on the structure and functioning of the economy. In 
contrast, what has happened in recent years is the growth of a 
relatively .independent financial sector, not in a period of 
overheating but on the contrary in a period of high-level stagnation 
(high-level because of the support provided to the economy by the 
militarily oriented public sector) in which private industry is 
profitable but lacks incentives to expand, hence stagnation of 
private real investment. But since corporations and their 
shareholders are doing well and, as always, are eager to expand 
their capital, they pour, money into the financial markets, which 
respond by expanding their capacity to handle these growing sums 
and offering attractive new kinds of financial instruments. Such a 
process began in the 1970s and really took off in the 1980s. By the 
end of the decade, the old structure of the economy, consisting of 
a production system served by a modest financial adjunct, had 
given way to a new structure in which a greatly expanded financial 
sector had achieved a high degree of independence and sat on top 
of the underlying Pauen system. That, in essence, is what we 
have now. 


From this perspective, capitalism in its monopoly-finance capital phase 
1as become increasingly reliant on the ballooning of the credit-debt 
system in order to escape the worst aspects of stagnation. Moreover, 
1othing in the financialization process itself. offers a way out of this 
vicious spiral. Today the bursting of two bubbles within seven years in 
the center of the capitalist system points to a crisis of financialization, 
xehind which lurks deep stagnation, with no visible way out of the trap 
it present other than the blowing of further bubbles. 


s Financialization the Real Problem or Merely a Symptom? 


The foregoing argument leads to the conclusion that stagnation 
“enerates financialization, which is the main means by which the system 
‘ontinues to limp along at present. But it needs to be noted that recent 
vork by some radical economists in the. United States has pointed to 
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the diametrically opposite conclusion: that financialization generates 
stagnation. In this view it is financialization rather than stagnation that 
appears to be the real problem. 

This can be seen in a November 2007 working paper of the Political 
Economy Research Institute written by Thomas Palley, entitled 
“Financialization: What It Is and Why It Matters.” Palley notes that “the 
era of financialization has been associated with generally tepid economic 
growth....In all countries except the U.K., average annual growth fell 
during the era of financialization that set in after 1979. Additionally, 
growth also appears to show a slowing trend so that growth in the 
1980s was higher than in the 1990s, which in turn was higher than in the 
2000s.” He goes on to observe that “the business cycle generated by 
financialization may be unstable and end in prolonged stagnation.” 
Nevertheless, the main thrust of Palley’s argument is that this “prolonged 
stagnation” is an outgrowth of financialization rather than the other way 
around. Thus he contends that such factors as the “wage stagnation and 
increased income inequality” are “significantly due to changes wrought 
by financial sector interests.” The “new business cycle” dominated by 
“the cult of debt finance” is said to lead to more volatility arising from 
financial bubbles. Thus “financialization may render the economy prone 
to debt-deflation and prolonged recession.” Palley calls this argument 
the “financialization thesis.”?° 

There is no doubt that a prolonged deep stagnation could well emerge 
at the end of a financial bubble, i.e., with the waning of a period of 
rapid financialization. After all, this is what happened in Japan following 
the bursting of its real estate-stock market asset bubble in 1990.°° The 
analysis that we have presented here, however, would suggest that an 
economic malaise of this kind is most usefully viewed as a crisis of 
financialization rather than attributable to the negative effects of 
financialization on the economy, as suggested by Palley. The problem is | 
that the financialization process has stalled and with it the growth it 
generated. 

The point we are making here can be clarified by looking at another 
(October 2007) working paper (also from the Political Economy Research 
Institute) by economist Özgür Orhangazi on the subject of 
““Financialization and Capital Accumulation in the Non-Financial 
Corporate Sector.” Orhangazi argues that “increased financial investment 
and increased financial profit opportunities crowd out real investment by 
changing the incentives of the firm managers and directing funds away 
from real investment.” Noting that “the rate of capital accumulation 
[referring to net nonresidential fixed investment by non-financial, 
corporations] has been relatively low in the era of financialization,” 
Orhangazi sees this as due to “increased investment in financial assets,” 
which “can have a ‘crowding out? effect on rea] investment”: stagnation 
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then is converted from a cause (as in the stagnation thesis) to an effect 
(the financialization thesis).*2 

Yet, the idea of the “crowding out” of investment by financial 
speculation makes little sense, in our view, when placed in the present 
context of an economy characterized by rising excess capacity and 
vanishing net investment opportunities. There are just so many profitable 
outlets for capital in the real economy of goods and services. A very 
narrow limit exists with regard to the number of profit-generating 
opportunities associated with the creation of new or expanded 
automobile or appliance manufacturers, hair salons, fast food outlets, 
and so on. Under these circumstances of a capital accumulation process 
that lacks profitable outlets and constantly stalls, the amassing of more 
and more debt (and the inflation of asset prices that this produces) is a 
powerful lever, as we have seen, in stimulating growth. Conversely any 
slowdown in the ballooning of debt threatens that growth. This is not to 
‘say that debt should be regarded as a cure-all. To the contrary, for the 
weak underlying economy of today no amount of debt stimulus is 
enough. It is in the nature of today’s monopoly-finance capital that it 
“tends to become addicted to debt: more and more is needed just to 
keep the engine going.”3” 

Still, as important as financialization has become in the contemporary 
economy, this should not blind us to the fact that the real problem lies 
elsewhere: in the whole system of class exploitation rooted in 
production. In this sense financialization is merely a way of compensating 
for the underlying disease affecting capital accumulation itself. As Marx 
wrote in Capital, “The superficiality of political economy shows itself in 
the fact that it views the expansion and contraction of credit as the 
cause of the periodic alterations of the industrial cycle, while it is a 
mere symptom of them.” Despite the vast expansion of credit-debt in the 
capitalism of today, it remains true that the real barrier to capital is 
capital itself: manifested in the tendency toward overaccumulation of 
capital. ; 

The well-meaning critique of financialization advanced by Palley, 
Orhangazi, and others on the left is aimed at the re-regulation of the 
financial system, and elimination of some of the worst aspects of 
neoliberalism that have emerged in the age of monopoly-finance capital. 
The clear intention is to create a new financial architecture that will 
stabilize the economy and protect wage labor. But if the foregoing 
argument is correct, such endeavors to re-regulate finance are likely to 
fail in their main objectives, since any serious attempt to reign in the 
financial system risks destabilizing the whole regime of accumulation, 
which constantly needs financialization to soar to ever higher levels. 

The only things that could conceivably be done within the system to 
stabilize the economy, Sweezy stated at Harvard in 1994, would be 
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greatly to expand civilian state spending in ways that genuinely benefited 
the population; and to carry out a truly radical redistribution of income 
and wealth of the kind “that Joseph Kennedy, the founder of the Kennedy 
dynasty” referred to “in the middle of the Great Depression, when things 
looked bleakest”—indicating “that he would gladly give up half his 
fortune if he could be sure the other half would be safe.” Neither of 
these radical proposals of course is on the agenda at present, and the 
nature of capitalism is such that if a crisis ever led to their adoption, 
every attempt would be made by the vested interests to repeal such 
measures the moment the crisis had passed.” , 

The hard truth of the matter is that the regime of monopoly-finance - 
capital is designed to benefit a tiny group of oligopolists who dominate 
both production and finance. A relatively small number of individuals 
and corporations control huge pools of capital and find no other way to 
continue to make money on the required scale than through a heavy 
reliance on finance and speculation. This is a deep-seated contradiction 
intrinsic to the development of capitalism itself. If the goal is to advance 
the needs of humanity as a whole, the world will sooner or later have to 
embrace an alternative system. There is no other way. (March 5, 2008) 
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An Age of Transition 

The United States, China, Peak Oil, and the Demise of 
Neoliberalism 

MINQI LI 


Until recently, the global capitalist economy has enjoyed a period of 
comparative tranquility and grown at a relatively rapid pace since the 
global economic crisis of 2001-02. During this period of global economic 
expansion there have been several important economic and political 
developments. First, the United States—the declining hegemonic power 
but still the leading driving force of the global capitalist economy—has 
been characterized by growing internal and external financial imbalances. 
The U.S. economy has experienced. a period of debt-financed, 
consumption-led “expansion” with stagnant wages and employment, and 
has been running large and rising current account deficits (the current 
account deficit is a broad measure of the trade deficit). Second, China 
has become a major player in the global capitalist economy and has been 
playing an increasingly important role in sustaining global economic 
growth. Third, global capitalist accumulation is imposing growing 
pressure on the world’s natural resources and environment. There is 
increasingly convincing evidence that the global oil production will reach 
its peak and start to decline in a few years. Fourth, the U.S. imperialist 
adventure in the Middle East has suffered devastating setbacks and there 
has been growing resistance to neoliberalism and U.S. imperialism 
throughout the world. 

As the U.S. housing bubble bursts and the dollar’s dominance over 
the global financial system becomes increasingly precarious, the U.S. 
economy is now going into recession and the global capitalist economy 
is entering into a new period of instability and stagnation. The coming 
years are likely to see a major realignment of the various global political 
and economic forces and will set the stage for a new upsurge of the 
global class struggle. 


Neoliberalism and the Global Imbalances 


Since the 1980s, neoliberalism has become the dominant economic 
: ideology of global capitalism. Under the neoliberal policies and 
institutions (such as monetarism, privatization, deregulation, labor 





Minai Lı teaches economics at the University of Utah in Salt Lake City. 


ANALYTICAL MONTHLY REVIEW / APRIL 2008 19 


MINQI LI 


market “reform,” afd trade and financial liberalization), inequalities in 
income and wealth distribution surged, and in many parts of the world, 
people suffered devastating declines in living standards. As financial 
capital flowed between countries in search of speculative gains, one 
national economy after another was destroyed. Under the pressure of 
financial capitalists and their institutional representatives (such as the 
International Monetary Fund, the World Bank, and the U.S. Treasury 
Department), many national governments were committed to so-called 
“responsible” fiscal and monetary policies, often leading to disastrous 
economic and social consequences. 

By the 1990s, the contradictions of neoliberalism led to increasingly 
more violent financial crises. From 1995 to 2002, the global:economy was 
struck successively by crises that developed in Mexico, countries in 
Southeast Asia, Russia, Argentina, and Turkey. The Japanese economy 
struggled with deflation and stagnation following the burst of the asset 
bubble in 1990. There was a serious danger that the entire global 
capitalist economy could fall into a vicious circle of financial breakdowns 
and sink into depression. In this context, the U.S. current account 
deficits played an indispensable stabilizing role. 

In the 1990s, the United States experienced the greatest stock market 
bubble in history. Despite stagnating real wages and family incomes, 
household consumption expanded rapidly as household debt surged. In 
the 2001 recession, fearing that the United States could fall into a 
persistent, Japanese-style stagnation, the Federal Reserve drastically cut 
the policy interest rate and kept the real policy interest rate at below 
zero for several years. As a result, the stock market remained highly 
overvalued by historical standards and the excessive supply of money 
and credit capital in turn fueled a major housing bubble. 

Fueled by one asset bubble after another, the U.S. economy has bedn 
able to maintain a relatively rapid expansion of domestic demand. As the 
rest of the world suffers from insufficient internal demand, U.S. imports 
of goods and services have tended to grow more rapidly than exports. 
As a result, the United States has been running large and rising current 
account deficits, which reached more than 800 billion dollars or 6 percent 
of GDP by 2006. 

The U.S. current account deficits directly generate effective demand 
for the rest of the world economy, allowing many economies, including 
the Asian economies and oil and commodities exporters, to purse 
export-led economic growth. But perhaps more importantly, the U.S. 
current account deficits represent U.S. spending in excess of income that 
must be financed by borrowing from the rest of the world. The U.S. 
deficits thus create assets for the rest of the world. 

The central banks of the Asian economies and oil exporters have 
become the major financiers of the U.S. current account deficits. From 
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1996 to 2006, the total foreign exchange reserves of the low- and middle- 
income countries surged from 527 billion dollars to 2.7 trillion dollars 
and their share in the world GDP more than tripled from 1.7 percent to 
5.6 percent. Rising foreign exchange reserves have reduced the risk of 
massive capital flight and financial crisis, allowing these countries to 
have some space to pursue expansionary macroeconomic policies. China, 
in particular, has played a crucial role in financing the U.S. current 
account deficits and has accumulated the world’s largest foreign 
exchange reserves currently standing at about 1.6 trillion dollars. 


Chart 1. Annual world economic growth rate, 1961-2006, 
constant (2000) U.S. dollar 
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Source: World Bank, World Development Indicators Online, _ihttp:// 
devdata.worldbank.org/dataonline. 


Chart 1 presents the world economic growth rates from 1961 to, 2006, 
with the world GDP measured in constant 2000 U.S. dollars. In the 
“golden age” of the 1960s, the global economy expanded rapidly with 
annual growth rates fluctuating between 4 and 7 percent. Since the 1970s, 
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the global economy has been struggling with sluggish growth with 
growth rates mostly fluctuating between 2 and 4 percent. During four 
periods, 1974-75, 1980-82, 1991-93, and 2001-02, the global economy was 
in deep crisis (although there is no official definition, the global economy 
is generally considered to be in recession when world economic growth 
rate falls below 2.5 percent a year). Since 2003, the global economy has 
enjoyed some relative stability and has grown at about 4 percent a year. 
However, with the U.S. economy now going into recession, this short- 
lived relative stability is about to come to an end. 


The U.S. Economic Expansion since 2001 


Table 1 presents selected economic indicators of the U.S. economy. 
The U.S. economic recovery after the recession in 2001 was very weak. 
Since then, the average annual growth rate has been only 2.4 percent 
compared to 4 percent in the 1960s and 3.3 percent in the 1980s and 
1990s. Both employment and workers’ real wages have been stagnant. 
Measured in 1982 dollars, the U.S. private sector workers’ average real 
hourly wage in 2006 was 8.2 dollars, about eighty cents lower than in 
1972. Since 2000, real median family income has been falling. 

However, corporate profits have surged. Corporate profits as a share 
of GDP rose from 5.8 percent in 2001 to 9.8 percent in 2006. The stock 
price to earnings ratios remain excessively high, suggesting that the 
stock market bubble has not yet been fully deflated. The stock market 
boom in the late 1990s led to pervasive over-investment. In the early 
2000s, the industrial capacity utilization rates were at the lowest levels 
decade by decade in the post-Second World War period. With 
substantial excess production capacity, private investment has been 
sluggish despite the dramatic improvement in corporate profitability. 

U.S. economic growth since 2001 has been led by the expansion of 
household consumption, which now accounts for over 70 percent of GDP. 
As the majority of households suffer from falling or stagnant real 
incomes, the expansion of consumption has been financed by the 
explosive growth of household debt. U.S. household debt soared from 
about 90 percent of personal sector disposable income to 103 percent in 
2000, and to 140 percent in 2006. By 2007, the household debt services 
' (interest and principal payments on debt) had risen to 14 percent of 
disposable income, the highest on record. In the meantime, the 
household saving rate (the ratio of household saving relative to 
disposable income) has fallen from the historical average of near 10 
percent to virtually zero now. ` 

The debt-financed consumption was clearly unsustainable. Neither 
household debt nor the debt service burden can rise indefinitely relative 
to household income. With the burst of the housing bubble, households 
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will have to increase their saving rates and reduce their debt burden. If 
the household saving rate were to return to its historical average level, it 
would lead to a huge reduction of household spending. With the 
majority of U.S. households suffering from falling or stagnating real 
incomes, it is difficult to see how consumption can grow rapidly in the 
coming years. If consumption stagnates, then given the overwhelming 
weight of consumption in the U.S. economy, it is highly likely that it 
will fall into a deep recession followed by persistent stagnation. 

Will the Federal Reserve be able to come to the rescue and create yet 
another massive asset bubble? Terrified by the turmoil of the global stock 
markets, the Federal Reserve has already cut interest rates drastically. 
However, with both the stock market and the housing market quite 
overvalued, one can hardly identify another major asset bubble to create. 
Moreover, with the household debt level so high and the household 
saving rate already so low, low interest rates can do very little to 
stimulate household consumption. 

More realistically, with household consumption stagnating or 
contracting, the U.S. government could attempt to make up the shortfall 
with more public spending and an increase in the fiscal deficit. If the 
household saving rate rises toward its historical average, then 
Washington will have to run a very large fiscal deficit, on the order of 6 
percent of GDP or more. Given the current political environment in the 
United States, it is doubtful that an effective fiscal policy of a sufficiently 
large magnitude could be developed and implemented. 

` If the current, or more likely, the next administration has the nerve to 
use very aggressive expansionary policies to jump-start the economy, then 
the United States is likely to continue running very large current account 
deficits. With a current account deficit of 6 percent of GDP, theoretically, 
the U.S. net foreign debt could keep rising up to 120 percent of GDP! 
This would clearly be impossible. Long before this theoretical limit is 
reached, it would become increasingly difficult for the United States to 
finance its current account deficits. The current relatively orderly decline 
of the dollar would then develop into a crash. The dollar would lose its 
status as the world’s main reserve currency and the United States would 
experience its own shock therapy. ; 

One way or the other, the United States will not be able to run large 
and rising current account deficits much longer. Given the crucial role of 
the U.S. current account deficits in stabilizing the global capitalist 
economy, if the U.S. economy falls into persistent stagnation and the 
U.S. current account deficit has to be corrected, the question arises: 
Which of the other large economies can replace the United States to 
lead the expansion of the global capitalist economy? 
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Table 1. Selected indicators of the U.S. economy, 1961-2007 


1961 1971 1981 1991 2001 
-1970 -1980 -1990 -2000 -2007 


Economic Growth (%) 4.2 3.2 3.3 3.3 2.4 


industrial Capacity Utilization (%) 85.1 82.7 79.8 82.2 77.9 
Share of GDP (%) 
Personal Consumption 61.8 62.5 64.7 67.3 70.1 
Private Investment -15.5 17.0 16.7 157 15.9 
Government Spending 22.2 20.8 206 18.6 18.9 
Net Exports 0.6 -0.3 -1.9 -1.5 -4.9 
Employment Growth (%) 1.8 2.4 1.8 1.4 0.9 ° 
Real Wage Growth (%) 1.2 -0.6 -0.4 0.5 0.4 
Real Median Family Income Growth (%) n.a. 0.3 0.6 1.0 -05 
Corporate Profits Share (%) 10.1 7.7 6.6 7.7 8.1 
S&P Price-Earnings Ratio 17.6 11.4 12.8 23.0 26.2 
Household Saving Rate (%) 8.5 ° 9.7 8.7 4.7 1.4 
Household Debt Income Ratio (%) ' 67.9 68.3 77.1 94.5 122.0 
Household Debt Service Ratio (%) n.a. na 11.4 11.7 13.8 





Source: the U.S. Bureau of Economic Analysis, http:/Awww.bea.gov; the U.S. Economic 
Report of the President, http://www.gpoaccess.gov/eop/tablesO7.html; the U.S. Federal 
Reserve Board, http://www. federalreserve.gov/releases. 


China and Global Capitalism 


Chart 2 compares the contribution to world economic growth by the 
world’s big economies (measured by the ratio of national economic 
growth to global economic growth). The U.S. contribution has fallen. 
from about 40 pércent in the late 1990s to approximately 30 percent 
today, and the Eurozone contribution has fallen from about 20 percent to 
about 10 percent. By comparison, China’s contribution has risen to about 
15 percent and the “BRIC” group (Brazil, Russia, India, and China 
scans now generates more than 20 percent of the world’s economic 
growt 

As the Eurozone ne growth momentum and Brazil, Russia, and 
India remain relatively small to play decisive roles in the global economy, 
China seems to be the only plausible candidate to replace the United 
States to become the leading driving force of the global capitalist 
economy. Can China lead global capitalism into another period of 
stability and rapid growth? 

After Deng Xiaoping’s notorious “Southern Tour” in 1992, the Chinese 
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Chart 2. Contributions to world economic growth (as a 
percentage), 1981-2006, three-year averages 
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Communist Party’s leadership was officially committed to the goal of a 
“socialist market economy,” which, in the Chinese context, is nothing 
but a euphemism for capitalism. In the 1990s, most of the state and 
collectively owned enterprises in China were privatized. Tens of millions 
òf state and collective sector workers were laid off. The remaining state 
sector workers lost their traditional socialist rights symbolized by the 
“iron rice bowl” (a package of economic and social rights that included 
job security, medical care, child care, pensions, and subsidized housing) 
and were reduced to wage workers exploited by domestic and foreign 
capitalists. In the rural areas, with the dismantling of the people’s 
communes, public medical care and education systems have collapsed. 
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More than a hundred million have become migrant workers, forming the 
world’s largest reserve army of cheap labor. 


Table 2. Manufacturing workers’ wage rates in selected countries, 2005 


countries monthly wage (U.S.$) as. % of U.S. wage 
United States 2,898.2 100.0 
Japan 2,650.2 91.4 
South Korea 2,331.4 80.4 
Hungary : 732.7 o 299 
Czech Republic 612.0 "21.1 
Poland (2004) 585.9 20.2 
Chile 432.4 14.9 
Mexico (2004) 341.9 11.8 
Brazil (2002) 308.7 10.7 
Peru | 237.8 8.2 
China (2004) 141.3 4.9 
Thailand (2003) 133.5 4.6 
Philippines (2004) 98.8 3.4 
India (2003) 23.2 0.8 


Source: International Labour Office (Geneva), Yearbook of Labour Statistics 2006, 763- 
838, 933-1031. Wage rates are converted into U.S. dollars using exchange rates from 
World Bank, World Development Indicators Online (2007).. 


Table 2 compares the Chinese workers’ wage rate with the workers’ 
wage rates in selected countries. An average worker’s wage rate in China 
is about one-twentieth of that in the United States, one-sixteenth of that 
in South Korea, one-quarter of that in Eastern Europe, and one-half of 
that in Mexico or Brazil. The Chinese wage rate now seems to be higher 
than those in the neighboring Southeast Asian countries. But the Chinese 
wage rate could be overstated as the official wage statistics only cover 
the workers in the urban formal sector and do not include the migrant 
workers. | 

A large, productive, and cheap labor force allows Chinese capitalists 
and foreign capitalists in China to profit from intense and massive 
exploitation. However, this raises the question how the massive amount 
of surplus value produced by the Chinese workers can be realized through 
“effective demand.” With the majority of the Chinese workers and 
peasants heavily exploited, mass consumption at best has been growing 
at a slower pace than the overall economy. As mass consumption lags 
behind, the Chinese economy has increasingly depended on investment 
and exports to lead the expansion of demand. Table 3 presents selected 
indicators of the Chinese economy. 
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Table 3. Selected indicators of the Chinese economy, 1981-2005 
1981-85 1986-90 1991-95 1996-00 2001-06 


Economic Growth (%) 10.7 7.9 12.3 8.6 9.7 
Labor Income Share (%) > 52.3 51.3 41.4 39.7 38.0 


Share of GDP (%) 


Household Consumption 51.8 50.2 45.5 45.8 40.7 
Government Consumption 14.6 ° 13.6 14.6 14.5 14.9 
Investment 33.9 36.5 39.0 36.6 40.6 
Net Exports -0.2 -0.4 0.9 3.1 3.7 
Exports 11.4 16.2 22.9 21.2 , 30.9 
Energy Consumption Growth (%) 4.9 52 5.9 1x1 9.9 
Coal Consumption Growth (%) 6.0 5.3 5.4 -0.8 10.3 
Oil Consumption Growth (%) 0.9 4.6 7.0 7.0 7.7 


Source: China’s National Bureau of Statistics, China Statistical Yearbook 2007 and 
earlier years. 


Labor income (the sum of the urban residents’ wage incomes and the 
peasants’ net incomes) as a share of China’s GDP fell from 51-52 percent 
in the 1980s to 38 percent in the early 2000s. Similarly, household 
consumption as a share of GDP fell from 50-52 percent in the 1980s to 41 
percent in the early 2000s. By contrast, the share of investment in GDP 
rose above 40 percent and the share of exports rose above 30 percent. 

Net exports already made a significant contribution to China’s 
economic growth in the late 1990s and early 2000s. Since then, China’s 
trade surplus has experienced explosive growth. For 2007, China had an 
enormous current account surplus of $378 billion, or 12 percent of China’s 
GDP. In a few years, China is expected to overtake Germany to become 
the world’s largest exporter. | 

How long can China’s current model of growth be sustained? The 
United States accounts for about 20 percent of China’s overall export 
market. In 2007, the European Union as a whole (including the Eurozone, 
the United Kingdom, and the new member states of Eastern Europe) 
actually replaced the United States to become China’s single largest 
export market. However, for China to run large current account 
surpluses, some other economies have to run large current account 
deficits. The European overall current account balance has been in rough 
balance. From a global perspective, China’s current account surpluses 
have been entirely absorbed by the U.S. current account deficits. If the 
United States no longer runs large current account deficits, then unless 
Europe starts to run large deficits, it will be very difficult for China to | 
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sustain its large trade surpluses. 

China’s excessively high level of investment results in massive demand 
for energy and raw materials. In 2006, China consumed one-third of the 
world’s steel and one-quarter of the world’s aluminum and copper. 
China’s oil consumption was 7 percent of the world total, but since 
2000, China has accounted for one-third of the world’s total incremental 
demand for oil. China’s massive demand has been a major factor behind 
the surging global costs of energy and raw materials. Between January 
2003 and January 2008, the world energy price index rose by 170 percent 
and the world metals price index rose by 180, percent.* 

If the current level of investment is sustained for some more years, it 
would leave China with a massive amount of excess production capacity 
that is far greater than what is needed to meet the final demand in the 
world market and far greater than what can be supported by the world 
supply of energy and raw materials. China would then be threatened 
with a major economic crisis. For the Chinese economy to be 
restructured on a more “sustainable” basis (from the point. of view of 
sustaining capitalist accumulation), the Chinese economy has to be 
reoriented toward domestic demand and consumption. 

As China’s investment and net exports have been rising more rapidly 
than the overall economy, the combined share of household and 
government consumption now stands at less than 50 percent of GDP. If 
investment were to return to more sustainable levels (about 30-35 percent 
of GDP) and the trade surplus were to become smaller (0-5 percent of 
GDP), then the combined share of household and government 
consumption would need to rise by more than 15 percentage points to 65 
percent of GDP. But for consumption to rise, the workers’ and peasants’ 
incomes and government social spending have to rise accordingly. Table 
3 shows the close correlation between labor income and household 
consumption. It follows that there must be a massive income 
redistribution from capitalist income to labor income and social spending 
by the amount of about 15 percent of GDP. 

Will the Chinese capitalist class be enlightened enough to undertake 
such an economic and social restructuring? Suppose the Chinese 
Communist Party’s leadership is sufficiently farsighted to understand 
that for the sake of the long-term interest of Chinese capitalism, it is 
necessary to make some concessions to the Chinese workers and 
peasants. Will the party have the necessary will and means to impose 
such a redistribution on the transnational corporations, on the wealthy 
Chinese capitalists (many of whom have intimate connections within the 
party and the government), and on the provincial and local governments 
that have in recent years developed various alliances with the domestic 


and foreign capitalists? These are some difficult questions for the Chinese 
capitalist elites. . 
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Peak Oil and the Limits to Accumulation 


Suppose the Chinese capitalist class has the necessary wisdom and 
will to pursue a Keynesian, social-democratic-style restructuring. Will 
such a restructuring take Chinese capitalism onto a path of sustained 
stable'and rapid growth, and will the expansion of the Chinese economy 
in turn lead the global capitalist economy into another “golden age”? 

Table 3 shows the growth of China’s energy consumption. Since 2000, 
it has greatly accelerated. It now accounts for 15 percent of the world 
total and amounts to 70 percent of U.S. energy consumption. At the . 
current growth rate, China’s energy consumption will double in seven 
years ‘and China will soon overtake the United States to become the 
world’s largest energy consumer. China depends on coal for about 70 
percent of its total energy consumption and China’s coal consumption is 
also growing at a rate indicating a doubling in seven years. China’s oil 
consumption (already accounting for one-third of the world’s incremental 
demand for oil) is growing at a rate that implies a doubling in nine 
years. In other words, in about a decade if the current trend holds up, 
China will consume one and a half times as much energy as the United 
States consumes today. Will the world energy supply keep pace with 
China’s rapidly growing demand while meeting the demand from the. 
rest of the world? l 

~The global capitalist economy depends on fossil fuels (oil, natural 
gas, and coal) for 80 percent of the world’s energy supply. Oil accounts 
for one-third of the total energy supply and 90 percent of the energy 
used in the transportation sector. Oil is also an essential input for the 
production of fertilizers, plastics; modern medicine, and other chemicals. 

Oil is a nonrenewable resource. In a recent study, the German Energy 
Watch Group points out that world oil discoveries peaked in the 1960s 
and world crude oil production has probably already peaked and will 
start to decline in the coming years. Outside OPEC, oil production’ in 
twenty-five major oil producing countries or regions has already peaked, 
and only nine countries or regions still have growth potential. All the 
major international oi] companies are struggling to prevent their oil 
production from declining? 

Colin Campbell of the Association for the Study of Peak Oil and Gas 
estimates that the world production of all liquids (including crude oil, 
tar sands, oil shales, natural gas liquids, gas-to-liquids, coal-to-liquids, 
and biofuels) is likely to peak around 2010. After the peak, the world oil 
production will fall by about 25 percent by 2020 and by about two-thirds 
by 2050. Campbell also estimates that the world natural gas production 
will peak by 2045. In an earlier study, the German Energy Watch Group 
expects the world coal production to peak by 2025.4 

Nuclear energy and many renewable energy sources (such as solar and 
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wind), in addition to their many other limitations, cannot be used to 
make liquid and gaseous fuels or serve as inputs in chemical] industries. 
Biomass is the only renewable energy source that can be used as a 
substitute for fossil] fuel in the making of liquid or gaseous fuels. But 
large-scale production of biomass could lead to many serious 
environmental problems, and the potential of biomass is limited by the 
available quantity of productive land and fresh water. Ted Trainer, an 
Australian eco-socialist, estimates that meeting the current U.S. demand 
for oil and gas would require that the equivalent of nine times all U.S. 
crop land or eight times all currently forested U.S. land be fully devoted 
to production of biomass. Trainer concludes that “there is no possibility 
that more than a quite small fraction of liquid fuel and gas demand 
could be met by biomass sources.”°. 

If world oil production and the production of other fossil fuels reach 
their peak and start to decline in the coming years, then the global 
capitalist economy will face an unprecedented crisis that it will find 
difficult to overcome. 

The rapid depletion of fossil fuels is only one among many serious 
environmental problems the world is confronting today. The capitalist 
economic system is based on production for profit and capital 
accumulation. In a global capitalist economy, the competition between 
individual capitalists, corporations, and capitalist states forces each of 
them constantly to pursue accumulation of capital on increasingly larger 
scales. . 

Therefore, under capitalism, there is a tendency for material 
production and consumption to expand incessantly. After centuries of 
relentless accumulation, the world’s nonrenewable resources are being 
rapidly depleted and the earth’s ecological system is now on the verge of 
collapse. The survival of the human civilization is at stake.® 

Some argue that because of technological progress, the advanced 
capitalist countries have become “dematerialized” (decreasing the 
throughput of materials and energy per unit of output) as economic 
growth relies more upon services than traditional industrial sectors, thus 
making economic growth less detrimental to the environment. In fact, 
many of the modern services sectors (such as transportation and 
telecommunication) are highly energy and resource intensive. | 

Despite such claims regarding dematerialization, the advanced 
capitalist countries are ecologically much more wasteful than the 
periphery, with per capita consumption of energy and resources and a per 
capita ecological footprint far higher.than the world average. According 
to the Living Planet Report, North America has a per capita ecological 
footprint of 9.4 global hectares, more than four times the world average - 
(2.2 global hectares). The supposedly environmentally friendly European 
Union has a per capita ecological footprint of 4.8 global hectares, or 
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more than twice the world average. Cuba, the only country that remains 
committed to socialist goals among the historical socialist states, is the 
only country that has accomplished a high level of human development 
(with a human development index greater than 0.8) while having a per 
capita ecological footprint smaller than the world average.’ 

Claims of the advanced capitalist economies to dematerialization in 
the wider, more meaningful sense of declining overall environmental 
impact are in fact refuted by the Jevons Paradox, which says that 
increased efficiency in the throughput of energy and materials normally 
leads to an increase in the scale of operations, thereby enlarging the 
overall ecological footprint. This has been a normal pattern throughout 
the history of capitalism." 

Moreover, part of what is referred to as dematerialization arises from 
the relocation of industrial capital from the advanced capitalist countries 
to the periphery in pursuit of cheap labor and low environmental 
standards. The dramatic rise of Chinese capitalism partly results from 
this global capital relocation. Although the advanced capitalist countries 
may have become slightly “dematerialized” in this sense, the capitalists 
and the so-called middle classes in China, India, Russia, and much of 
the periphery are emulating and reproducing the very wasteful capitalist 
“consumerist” life style on a massively enlarged scale. Global capitalism 
as a whole continues to move relentlessly toward global environmental 
catastrophe. 


The Demise of Neoliberalism and the Age of Transition | 


On February 1, Immanuel Wallerstein, the leading world system 
theorist, in his biweekly commentaries pronounced the year 2008 to be 
the year of the “Demise of the Neoliberal Globalization.” Wallerstein 
begins by pointing out that throughout the history of the capitalist 
world-system, the ideas of free market capitalism with minimal 
government intervention and the ideas of state regulated capitalism with 
some social protection have been in fashion in alternating cycles. 

In response to the worldwide profit stagnation in the 1970s, 
neoliberalism became politically dominant in the advanced capitalist 
countries, in the periphery, and eventually in the former socialist bloc. 
However, neoliberalism failed to deliver its promise of economic growth, 
and as the global inequalities surged, much of the world population 
suffered from declines in real incomes. After the mid-1990s, neoliberalism 
met with growing resistance throughout the world and many governments 
have been under pressure to restore some state regulation and social 
protection. 

Confronted with economic crisis, the Bush administration has 
simultaneously pursued a further widening of inequality at home and 
unilateral imperialism abroad. These policies have by now failed 


ANALYTICAL MONTHLY REVIEW / APRIL 2008 31 


MINQI: Li 


decisively. As the United States can no longer finance its economy ahd 
imperialist adventure with increasingly larger foreign debt, the U.S. 
dollar, Wallerstein believes, faces the prospect of a free fall and will 
cease to be the world’s reserve currency. 

Wallerstein concludes: “The political balance is swinging back....The 
real question is not whether this phase is over but whether the swing 
back will be able, as in the past, to restore a state of relative equilibrium 
in the world-system. Or has too much damage been done? And are we 
now in for more violent chaos in the world-economy and therefore in the 
world-system as a whole?”® 

Following Wallerstein’s arguments, in ie coming years we are likely 
to witness a major realignment of global political and economic forces. 
There will be an upsurge in the global class struggle over the direction 
of the global social transformation. If we are in one of the normal cycles 
of the capitalist world-system, then toward the end of the current period 
of instability and crisis, we probably will observe a return to the 
dominance of Keynesian or state capitalist policies and institutions 
throughout the world. 

However, too much damage has been done. After centuries of global 
capitalist accumulation, the global environment is on the verge of collapse 
and there is no more ecological space for another major expansion of 
global capitalism. The choice is stark—either humanity will permit 
capitalism to destroy the environment and therefore the material basis of 
human civilization, or it will destroy capitalism first. The struggle for 
ecological sustainability must join forces with the struggles of the 
oppressed and exploited to rebuild the global economy on the basis of 
production for human needs in accordance with democratic and socialist 
principles. 

In this sense, we have entered into a new age of transition. wra 
the end of this transition, one way or the other we will be in a 
fundamentally different world and it is up to us to decide what kind of 
world it turns out to be. 
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a) 


The excesses lie elsewhere, particularly in the housing market. It’s there, if 
anywhere, that speculative imbalances have surfaced which could threaten 
the stability of the American economy. Financed by elephantine advances in 
mortgage debt, residential real estate values have soared. The market value of 
the average home has nearly tripled in little more than a decade....[W]hile 
the probability is surely quite low, housing prices could slip 20 percent, 30 
percent, or more in response to. sliding home sales and rising interest rates. 
Such a plunge in prices would wipe out much of the unrealized capital gains 
which homeowners currently assume are available in case of difficulties....In 
addition, homeowners would probably be forced to accept a sharp 
retrenchment in their day-to-day expenditures as they tried to pay off part of 
their existing debt burden. Certainly the wealth effect which has been a 
stimulus to consumer spending would turn negative....1 should like to 
emphasize that a breakdown of the world financial and economic systems is 
still a low-probability outcome. 


-~Alan Greenspan, “The Great Malaise,” 
Challenge, March-April 1980, p. 38, 40. 
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The July-August 2007 crisis in subprime mortgage markets °, 
precipitated the collapse of the market for asset-backed securities, 
forcing huge write-downs of more than $45 billion on the balance sheets 
of major banks. In the aftershock, interbank lending dried up. Bond 
insurers and money market funds were beset by a loss of confidence as 
the credit squeeze spread. The plunge in stock markets in January 2008 
suggests that the repercussions of the collapse of the subprime mortgage 
market are still working their way through financial markets. With over 
170,000 jobs lost and the expected spate of foreclosures, many observers 
believe that the credit crunch has pushed the economy towards a 
recession. 

The collapse of the subprime market may put at risk the new model 
of ‘bank operations, which allows banks to earn profits through the 
securitization of loans, whereby loans are chopped up, repackaged into 
new securities, and sold in the capital market. This process, also called 
the “slicing and dicing of risk,” allows banks to increase liquidity 
through lending levels that go beyond the regulatory constraints imposed 
by monetary authorities. Lending in this context depends on the 
willingness of capital markets to buy these securitized loans. The ~ 
complex and opaque debt instruments created (such as “collateralized . 
debt obligations” and “structured products”) were supposed to disperse 
risk across capital investors. In fact, the process helped obscure the 
actual sources of exposures and losses in the markets. The statistical 
models for pricing risk and rating these repackaged securities failed 
adequately to account for the true risk. When it came, the fall then 
spread like contagion as investors retreated from these markets. 

The securitization of loans furthered the globalization of finance by 
creating financial products that were bought and sold globally. Buyers 
across the globe have been investing in these assets, and over a trillion 
dollars of funds from around the globe—in particular from East Asia and 
the oil-exporting countries—were swallowed up by the U.S. subprime 
markets, helping finance the purchase of homes all over the country and 


RAMAA VASUDEVAN teaches economics at Colorado State University. She is a member 
of rhe Union for Radical Political Economics and the Dollars and Sense Collective. 


34 ANALYTICAL MONTHLY REVIEW / APRIL 2008 


FINANCE, IMPERIALISM, DOLLAR HEGEMONY 


enabling the growth of consumption spending. As a consequence of this 
globalization of finance, subprime problems spread around the world 
quickly—from a German bank (IKB) that required a bailout in July to 
problems in BNP Paribas (France’s biggest bank) to a run on the Northern 
Rock Bank in the United Kingdom. 

Apart from the losses in the banking system and the signs of a 
recession in the United States, the fate of the dollar too may hang in the 
balance as the credit crisis has led to speculative sell-offs of the dollar. 
The dollar plunged sharply following five years of decline in which it 
lost about 25 percent of its value against a -basket of currencies. It 
plunged to an unprecedented low of around $1.48 against the curo in 
January 2008, a fall of about 40 percent from its 2002 peak. With signals 
that oil exporters in the Middle East might unhitch the dollar peg (by 
pricing oil in a currency other than the dollar) and with fears that the 
falling dollar is fuelling inflation globally (by raising the prices of exports 
to the United States), what appear to be cracks in the financial edifice of 
the dollar empire are becoming visible. 

Predictions about the imminent collapse of the dollar are hardly new. 
The dollar has survived two decades of growing U.S. deficits and debts 
(and two cycles of appreciation and depreciation). The puzzle of the 
ability of the United States to sustain growing external deficits without 
a major speculative attack is explained by the dominant role of the dollar 
in the settlement of international transactions. The dollar today enters 
on one side of 86 percent of all foreign exchange transactions, while its 
closest competitor, the euro, enters on one side of 37 percent of foreign 
exchange transactions. About 66 percent of foreign exchange reserves are 
held in dollars, while the euro share of foreign exchange reserves is 
about 25 percent.” Dollar holders are tied into their. positions since 
dollar sales would lead to a plummeting of the dollar and an erosion of 
the value of their dollar holdings. 

But to comprehend the resilience of the dollar’s role as international 
money we need to explore the roots of its role in the mechanisms of 
U.S. imperialist hegemony. These mechanisms are embedded in the global 
pattern of credit relations mediated by the international financial system. 
The development of global capitalism in the recent decades has seen the 
phenomenal growth of what is called financialization. This refers to the 
growing political and economic power of finance along with the 
explosion of financial trading that facilitates a pattern of accumulation 
where profit making is engineered increasingly through financial 
channels. The increasing dominance of finance has helped the United 
States establish and preserve its pivotal place at the center of 
international financial markets. The puzzle is that in contrast to the 
traditional formulations based on Lenin, the imperialist system today is 
dominated by a country, the United States, which is a large capita: 
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importer rather than an exporter of capital. The external debt of the 
United States has mounted to nearly 25 percent of its GDP, and the 
United States today absorbs about 60 percent of the world’s capital 
imports, about 37 percent of which comes from developing countries. 
This global imbalance allows the United States to play the role of the 
world’s banker, drawing toward it the surpluses from Asia and the oil 
exporting countries, and REYNE these to emerging markets in the 
periphery. 

Boosted by both financial innovations and the growth of finance, this 
pattern of recycling surpluses has enabled the tremendous growth of 
international capital flows over the past three decades, and allowed the 
United States to continue to sustain growing external debt and deficits. 
It has also fuelled cheap credit in the United States (by increasing the 
amount of money that can be loaned out). What is more, financial 
fragility in emerging markets—engendered by dollar recycling—has 
buttressed the resilience of the dollar by providing a cushion of defense 
against speculative attacks on the dollar. The establishment of this 
pattern of recycling, which depends crucially upon the role of the dollar 
as international currency, has played a significant part in the perpetuation 
of U.S. economic imperialism. 


Establishing the Dollar Standard -1 


In the aftermath of the Second World War, Britain s imperial position 
was greatly weakened and it was facing significant payments pressures 
(owing more to the.rest of the world than was owed to it). The United 
States, unscathed physically by the war, emerged as the largest creditor 
country with substantial foreign exchange reserves. However, in order for 
the dollar to play the role of the dominant currency, there had to be 
enough dollars to go around. Means had to be found by which war- 
ravaged Europe could finance (by accumulating dollars) its dependence 
on U.S. imports for reconstruction. The postwar world thus saw intense 
economic negotiations that reflected the tensions and contradictions of 
reshaping the international monetary system. Most prominent was the 
Bretton Woods Conference, which laid the basis for the new international 
order and the building of international institutions that, whatever their 
original purpose, institutionalized the dominance of the United States. 
This also involved preempting any. resurgence of the British pound. 

The International Monetary Fund (IMF) was initially conceived as an 
instrument to facilitate expansionary national economic policies that 
would enable member countries to overcome temporary liquidity 
problems, such as a shortage of loan funds. However, the IMF would 
play only a small role in this regard, in large part due to U.S. efforts to 
marginalize its role to prevent the emergence of any true multilateralism.® 
Instead, the postwar reconstruction plans with regard to Europe and 
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Japan facilitated the financing of balance of payments deficits and the 
easing of the problem of the dollar shortage.’ This, along with economic 
and military aid by the United States, helped buttress the role of the 
dollar. Later the IMF would be refashioned into a means to impose 
deflationary discipline on debtor countries. 

The 1956 Suez Crisis was an important milestone in the forging of the - 
dollar standard. It signaled the effective eclipse of the pound’s role as. 
international money and also marked a shift in Washington’s attitude 
toward the IMF. The IMF was drafted into the rescue of the pound from 
speculative attacks that threatened to deplete Britain’s dollar reserves in 
the aftermath of the nationalization of the Suez Canal? The United 
States was able to use the promise of an IMF bailout to effect the ouster 
of Britain from the Suez, while minimizing its own direct financial 
contribution to the rescue. The reinstatement of capital controls 
following this crisis restricted the use of the pound by British banks to 
finance trade between countries outside the sterling area. British 
financiers began to resort to offering dollar loans against their dollar 
deposits, drawing Britain more closely “into American imperial 
embrace.”? Thus the role of London as a financial center was preserved, 
while cementing its ties to the international hegemony of the dollar. 

With the dissolution of the European Payments Union and the 
restoration of currency convertibility (on current account) in Europe in 
1958, the U.S. attempt to forge an international monetary order pegged 
on the dollar was brought to fruition. However, as Europe and Japan 
emerged as industrial competitors of the United States, U.S. current 
account balances began deteriorating through the 1960s, and the 
possibility of a speculative run on the U.S. gold stock (as the nations 
holding dollars began to demand gold in exchange for them) posed a 
threat to the international payments mechanism. The sterling devaluation 
in 1967 (followed by the franc in 1969), the upward speculative pressure 
on gold prices, and the contingent demands of financing the war in 
Vietnam brought the crisis to a head. 

However, the closing of the gold window in 1971 (with the United 
States refusing to give up gold for dollars at a fixed price) and ‘the 
subsequent “floating” of the dollar in 1973 did not result in the 
displacement of the dollar as the international reserve currency.’® Instead, 
developments in international monetary arrangements over the past three 
decades enabled the preservation of the role of the dollar as an 
international reserve currency. At the heart of this process was the 
emergence and rapid growth of parallel, unregulated monetary 
mechanisms. 


Financialization and Unregulated Private Capital Flows 
Even during the Bretton Woods negotiations, there were powerful 
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players in the United States that promoted dollar-denominated private 
capital flows as an alternative to official channels for solving the problem 
of international liquidity." The strong opposition from New York bankers 
to the provisions for capital controls (which could limit the movement of 
dollars around the world) in the Bretton Woods agreement stemmed 
from (1) their fears of the erosion of the profitable business of receiving 
money fleeing Europe, and (2) the possibility that London could use 
exchange controls to preempt the ascendancy of the dollar in the 
international monetary system.’* The U.S. agenda for a post-Bretton 
Woods refashioning of the international monetary system as a: “pure” 
dollar standard was rooted in the aggressive pursuit of liberalized 
financial markets and the dismantling of capital controls, thus 
encouraging private international capital flows denominated in dollars. 

The capital controls instituted by the United States after 1964 to curb 
the speculative flight from the dollar were not particularly successful. 
They did, however, pave the way for the creation of the Eurodollar 
market. This market consisted of dollar-denominated bank deposit 
liabilities held in foreign banks or in foreign branches of U.S. banks and 
emerged in the 1960s, even as the U.S. government was attempting to 
restrict capital outflows. This growing offshore market, which was both 
liquid and unregulated, proved an impbrtant means for encouraging 
foreign investors to finance the U.S. deficit—by giving them a place to 
put their dollars to interest-bearing use rather than selling them. Once 
the United States eliminated capital controls in 1974, U.S. transnational 
en began to finance overseas operations through this growing 
market. 

After the 1973 oil shock, U.S. political and economic power ensured 
that OPEC surpluses were recycled through the private channels of the 
Eurodollar markets. Proposals to channel these surpluses through official 
IMF channels were blocked. As the dollar denominated surpluses of the 
OPEC countries came to be recycled through this market in the 1970s, 
the market grew to be a full-fledged capital market, expanding from $9 
billion in 1964 to $145 billion 1971 and to $1.4 trillion in 1981 just before 
the debt crisis unraveled in Latin America. ' 

The massive growth of this offshore market signaled the decisive 
shift away from the restrictive Bretton Woods system. It also 
foreshadowed the concerted advocacy of financial openness and 
integration in the interests of preserving dollar dominance. The 1979 
economic shock engineered by Federal Reserve chairman Paul Volcker 
was a defining moment in the changing balance of class forces in favor of 
financialization. In the context of the continuing surge in the U.S. 
external deficit and growing inflationary pressures in the 1970s, the 
United States adopted austerity measures, in order to stabilize the dollar 
by tightening monetary policy and sharply raising interest rates. This had 
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significant implications in buttressing and promoting the dominance of 
finance and signaled the onset of the era of neoliberalism, in what has 
been christened the coup of finance.® Pension funds, mutual funds, and 
insurance grew through this period as important players in the financial 
markets. By the late 1990s, new actors like hedge funds and private 
equity groups also acquired greater financial clout. 

It is worth: noting that this period witnessed the process of a 
restructuring of class relations in the United States. Income was 
redistributed away from workers as wages were squeezed and hefty 
earnings were made from financial speculation, proprietary trading, and 
risk arbitrage. The top 1 percent of the population received 14 percent of 
the national after-tax income in 2004, nearly double its 7.5 percent share 
' in 1979. In the same period the share of the bottom fifth fell from 6.8 to 
4.9 percent.» And yet the United States has sustained its role as the 
engine of world demand. 

Personal savings, which had been on average about 10 percent of GDP 
in the 1970s, fell to an average rate of 2 percent between 1999 and 2004 
and turned negative in 2005. The inflow of capital brought on by 
escalating global imbalances allowed for a surge of consumer credit as 
the mass of employees and consumers have sunk deeper into debt, and 
this also sustained demand. The credit card debt of an average American 
family increased by 53 percent during the 1990s. About 67 percent of 
families with annual incomes less than $10,000 faced credit card debt, 
and the debt of this group saw the largest increase—184 percent 
compared to a 28 percent increase for families with incomes above 
$100,000.18 | 


Exporting Crisis to the Periphery 


Financial innovations led to a proliferation of financial instruments. 
Financial assets (the sum of bonds, equity, and bank assets) grew to 
about 425 percent of U.S. GDP.” This deepening of financial markets 
domestically helped preserve the role of the dollar internationally. In 
parallel with deregulation in the United States were the moves to liberate 
economies in Latin America from the yoke of “financial repression.” 
Disinflation, deregulation, and the freeing of interest rates in these 
countries fuelled the inflow of private foreign capital. The oil surpluses 
that were absorbed into the international banking system were recycled 
to the emerging markets in Latin America through sovereign loans. The 
debt of developing countries doubled from 8 percent of GDP at the 
beginning of the 1970s to about 22 percent of GDP in 1982. Mexico, 
Brazil, Venezuela, and Argentina together accounted for nearly 75 percent 
of total third world debt in this period.’® 

The Volcker shock also marked an important juncture in U.S. imperial 
relations, and would serve to bring the countries of the periphery deeper 
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into the embrace of the dollar empire. The steep hike in interest rates 
precipitated payments problems for Latin American debtor countries, 
leading to the debt crisis of 1982, which brought the bonanza of capital 
inflows to a stop. This debt crisis became the means by which a further 
impetus was given to financialization through the terms and conditions 
imposed by the IMF structural adjustment and stabilization packages. 
The key element of the Brady Plan for dealing with the debt crisis was 
the conversion of debt to equity in the form of tradable bonds. The sale 
of these bonds would allow creditors to diversify sovereign risk more 
widely across international capital markets. At-the same time emerging 
market countries would become more dependent on these international 
capital markets for their financing needs. 

This “lost decade” for Latin America was a period when the tide of 
private capital flows moved toward the United States (see chart 1). With 
the waning of the OPEC surpluses in the 1980s.and the persistent 
increase of the U.S. trade deficit, the United States brokered the Plaza 
and Louvre Accords (in 1985 and 1987 respectively) in order to bring 
about an orderly devaluation of the dollar. These agreements also ensured 
the commitment of foreign central banks to the defense of the dollar. In 
the 1990s, the pattern changed as the United States faced net outflows 
until 1996, while emerging markets once again witnessed a huge influx of 
private capital inflows.’ In 1990, dollars accounted for only 50 percent of 
reserves and deposits. Boosted by burgeoning private capital inflows into 
developing country markets and the growth of reserve holdings through 
the 1990s, the U.S. dollar’s share rose by 1998 to about 70 percent of 
holdings, a level not seen since the 1970s. 

This second wave of private capital inflows to emerging markets came 
to an abrupt halt with the Asian Crisis of 1998. An interesting feature of 
the pattern of private capital flows after 1973 is that as periods of 
inflows to emerging markets came to a halt in the wake of crisis, a 
surge of, inflows to the United States occurred. The resumption of 
private flows to emerging markets signaled a fresh outflow of capital 
from the United States (see chart 1). This suggests that the two flows 
offset each other and the collapse of flows to emerging markets helped 
engineer an inflow to the United States. 

Through the period 1987-98, emerging markets experienced forty-four 
episodes of capital inflows compared to nine episodes in open advanced 
economies, with more than a third of these episodes ending abruptly in 
a currency crisis or a sudden stop.”° In fact, it would seem that through 
the period of the floating dollar standard, the brunt of financial fragility 
was borne disproportionately by countries in the periphery. Between 1973 
and 1997, forty-four episodes of financial crisis were witnessed in the 
advanced capitalist core countries and ninety-five in the periphery (see 
table 1). In a sense, crisis in the periphery acted like a safety valve for 
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Chart 1. Private flows (as a percent of GDP) to the United States 
and emerging markets,* 1973-2005 
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*Emerging markets include all developing countries (defined as middle- and low-in- 
come countries with GNI per capita in 2006 of less than $11,115) in. Latin America and 
the Caribbean (29 countries), the Middle East and North Africa (14 countries), East Asia 
and the Pacific (24 countries), Europe and Central Asia (26.countries), Sub-Saharan 
Africa (48 countries), and South Asia (8 countries). 


the international monetary system hinged on dollar liquidity. Capital’ 
flight into dollars in the aftermath of crisis preserved the role of the 
dollar. At the same time the responses to the crisis—the bailout 
packages—were geared to reinforcing the dominance of finance centered 
in the United States. 
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Table 1. Financial crises in the core and periphery 


financial crises in financial crises 
period industrial countries in emerging markets 
1880-1913 7 25 
1919-39 36 13 
1949-71 21 17 
1973-97 44 95 


Source: Michael Bordo and Barry Eichengreen, “Crisis Now and Then: What Lessons 
from the Last Era of Financial Globalization,” NBER Working Paper 8716, 2002. 


The experience of South Korea illustrates these mechanisms. In the 
1990s, under pressure from both the G-7 countries and domestic interest 
groups, financial liberalization was pushed forward there. Short-term 
capital surged into the country increasing from $12 billion in 1993 to $67 
billion in 1996. The overheating of the Korean economy and the ensuing 
financial stress precipitated the crisis of 1997 as foreign investors began 
pulling out. The Korean government was on the verge of default and 
turned to the IMF for assistance. As part of the conditionalities of the 
IMF loan, South Korea was committed to furthering neoliberal reforms 
and restructuring Korea’s financial and industrial institutions opening 
them further to foreign capital inflows. The Korean stock market became 
“a gambling casino for foreign investors” and by 2004 foreigners owned 
43 percent of Korean stock and about 39 percent of the capital of Korean 
banks.” 

The United States is, in effect, the world banker. It has been able to 
tap into the surpluses of creditor countries in the periphery and recycle 
surpluses through financial markets to emerging markets in the periphery. 
Emerging markets have borne the brunt of speculative attacks that in the 
final analysis helped protect and preserve dollar hegemony through two 
decades of growing deficits and external debt. Financial integration 
imparted a greater elasticity to the adjustment mechanisms in the core, 
and the proliferation of financial instruments and the surge of financial 
flows played an important role in preserving and extending the role of 
the dollar as world currency. In recent years these surpluses have also 
been channeled into the subprime mortgage markets, where the poorest 
and least credit-worthy borrow money. The collapse of this market is in 
a sense a reflection of the contradictions of the dollar empire that was 
established in the postwar period. No doubt, poorer people in the United 
States will, like emerging nations, bear the brunt of the damage 
necessary to resolve, at least temporarily, the contradiction. 

While many of the mechanisms of the pattern of financial 
intermediation are new and are intimately linked to the new mechanisms 
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of imperialism in the postwar world, there are striking and surprising 
analogies to the mechanisms that buttressed the position of Britain, the 
imperial hegemon, during the heyday of the international gold standard. 
The development of new financial instruments allowed one country, 
Britain, to use its colonial empire to establish the dominance of the 
pound, leading both to the consolidation of its hegemonic position as 
well as the emergence of mechanisms that exported financial crises to 
the periphery. 


The International Gold Standard 


Like the dollar standard, the international gold standard was brought 
into place by war. The defeat of France and the eclipse of the Paris 
money market after the Franco-Prussian War concentrated liquidity in 
London. Germany’s subsequent shift to a gold standard and its use of 
the war indemnity to.acquire sterling claims paved the way for British 
domination of the international financial system as the largest capital 
market and trader. 

The imperial role of England was fostered by the financial revolution 
in England—the growth and consolidation of joint stock banks and 
discount houses. The sterling bill that mediated commerce around the 
world evolved into a mechanism of finance. The use of sterling bills was 
not restricted to England and the empire but was also used, for example, 
to mediate trade between the United States and Continental Europe. A 
global credit pyramid was created by the trading of sterling bills that 
was independent of the control of the Bank of England. Even with 
minimal gold reserves, the Bank of England was able to draw and recycle 
capi through a parallel unregulated monetary mechanism of sterling 

ills. 

At the same time, the practice of augmenting gold reserves with 
convertible foreign exchange, mainly pounds, was prevalent in the prewar 
world. Countries of the empire all came to adopt some form of the gold- 
sterling standard, holding sterling to the full extent of the local currency 
issue while maintaining external convertibility.“ This imparted a greater 
elasticity to the sterling system as a whole and facilitated credit 
expansion as long as Britain was able to look with equanimity at the 
growing sterling claims (as the United States does today with dollar 
claims). Private capital flows mediated through the financial center in 
London thus played a pivotal role in regulating and recycling liquidity 
and sustained a voluminous expansion of trade and finance globally until 
the outbreak of the First World War. 

There was, however, an asymmetry in the adjustment mechanism 
between the leading financial center and the periphery. While Britain 
recycled liquidity to the periphery through capital outflows, it could, by 
sharply curtailing investments and lending, redistribute the real burden 
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of adjustment to the periphery during times of crises. Such liquidity 
crises occurred in Argentina during the 1890 Barings Crisis, Brazil in the 
1890s, and again when the Australian land company bubble burst in 1893. 
These crises were aggravated by the sudden withdrawal of British 
deposits.2* These did not, however, threaten currency convertibility in 
the leading countries of the center. 

The “imperial system,” the institutional structure of the credit 
relations underpinning Britain’s relation to its empire and to primary 
export producers in the periphery, was integral to this process. The 
interconnecting network of multilateral trade, revolving around England, 
whereby England financed its deficits with the United States and 
Continental Europe through the surpluses of the empire, in particular 
India, became crucial to the stability of the system. The empire thus 
provided a critical source of surplus that was recycled through London 
when countries like France proved less willing to provide the necessary 
cushion to the Bank of England. 

Thus, while India and Japan held their surpluses as deposits in 
London, providing a source of short-term credit to England, capital was 
recycled in the form of capital exports to primary exporters in Latin 
America (and Australia) that bore the brunt of convertibility crises and 
destabilizing capital flows. Between 1880 and 1913, there were seven 
‘episodes of crises in the industrial core, compared to twenty-five in the 
emerging markets in the periphery (see table 1). The deepening of finance 
and the pattern of integration of countries into the global financial 
markets buttressed Britain’s imperial dominance through the gold 
standard period. : 

The instability of the interwar period and the ill-fated attempt to 
restore the “gold standard” reflected the contradictions of the system 
based on the ability of London to preserve the dominance of the pound 
in the face of the United Kingdom’s growing deficits and the unraveling 
of its imperial hegemony. What is interesting is that in this period 
(1919-39) of hegemonic decline, war, and economic instability in the 
center, the incidence of crisis in countries in the periphery was less than 
_ that in the core (see table 1). This contravened the pattern of both the 
gold standard period and that of the period after the 1971 collapse of the 
Bretton Woods arrangements. During the period of de-globalization 
(1919-39), when the imperial countries lost much of their control over 
their “possessions,” the absence of the safety valve that the countries of 
the periphery provided led to the concentration of financial crises in the 
countries of the capitalist core itself. 


Finance and Imperialism 
The dominance of finance and the integration of countries in the 
periphery into the global financial system have historically been the 
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mechanisms by which the leading country has asserted and preserved its 
position at the center of the global capitalist system. Britain’s role in the 
gold standard era and the role of the United States in the post-Bretton 
Woods period were both fostered by growing imperial financial 
dominance over the periphery. The role of each in succession as banker 
to the world was buttressed by the ability to draw on surpluses from 
countries in the periphery. Private capital flows to emerging markets in 
the periphery also provided a cushion for adjustments in the center, by 
deflecting the focus of speculative attacks as the currency at the center 
faced the prospect that capital outflows might undermine its dominant 
status. 

In a context where the monetary liability of a dominant country 
assumes the roles and functions of “international money,” the generation 
of international liquidity hinges on the proliferation of finance. While 
dominance in multilateral trade relations and “creditor” status fosters 
the increasing recourse to the leading country’s currency in international 
settlements, it is dominance in the global financial markets that 
underpins the role of its currency as international money. The generation 
of international liquidity entails debt creation by the leading imperialist 
country. However, the growing debt burden necessary to sustain this role 
undermines the status of the currency as world money, as it faces the 
prospect of speculative outflows of capital. This is the crux of the 
contradiction of the use of a country’s currency as international money. 

Historically, this contradiction has been resolved by passing the 
` burden of adjustment disproportionately onto the periphery. The 
mechanisms of the international financial markets have been instrumental 
in sustaining imperial hegemony. The dominance of finance and the 
central position of U.S. financial markets in the pyramid of global capital 
markets have helped preserve the privileged position of the dollar and 
the structural vulnerability of the periphery. This includes both surplus 
countries (that are not competing with the dollar as international money 
like China and Japan), whose export-led growth strategy ties their 
economies closely to the U.S. appetite for imports, and the debtor 
countries of the periphery (Latin America and South East Asia), which 
have borne the brunt of deflationary pressures and fragility. 


Cracks in the Empire 


In the last five years emerging markets have witnessed another wave 
of private capital inflows, rising from $152 billion in 2002 to more than 
$560 billion at the end of 2006 (see chart 1). As investors searched for 
new profit frontiers in financial innovations, nontraditional financial 
intermediaries like private equity groups and hedge funds grew by about 
14 percent and 20 percent respectively in the first six years of this 
decade. By buying up a range of asset classes, including emerging 
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market bonds and collateralized debt obligations, these institutions 
enabled banks to extend lending beyond their traditional constraints. But 
the relentless hunger for financial innovation is bred in the same systemic 
and imperial processes that mediate the international division of labor in 
global markets through the generation of dollar liquidity. Global 
imbalances, the surge of liquidity seeking emerging markets, and the 
profusion of financial instruments and markets have led to the increasing 
fragility of the financial system. 

In 1866, Overend, Gurney and Co., a leading discount house and a 
“banker’s; bank,” second only to the Bank of England, almost brought 
London’s banking system down. More than a century later, under the 
impact of the subprime collapse, London witnessed its first bank run 
since the fall of Overend, Gurney and Co., as depositors queued up 
outside the Northern Rock offices. The 1866 crisis was the last major 
disruption before the sterling-based gold standard system was forged. It 
was, in a sense, a crisis of the era before the creation of a new financial 
architecture had integrated the world market and imposed the 
dominance of the currency of a single country on global capitalism.” 

Marx, writing at a time when bullion assumed the role of “world 
money,” highlighted the inherent deflationary bias of the international 
payments system, pointing to the contagion effect of payments crises 
among capitalist countries.” He was, however, stressing the manner in 
which these crises were transmitted within the core of advanced 
capitalist countries. The actual evolution of global capitalism has been 
shaped by the rising dominance of finance and the emergence of the 
monetary liability ofa single dominant and imperialist country as “world 
money.” This has allowed the hegemonic country to evade the need for 
deflationary domestic adjustment in order to address its balance of 
payments problems. Instead, the burden of deflationary adjustment is 
imposed disproportionately on the debtor countries in the periphery as 
financial fragility gets exported to these countries. There is a connection 
between the functioning of such an international monetary system and 
the economic mechanisms of imperialist hegemony that can be seen both 
during Britain’s heyday as manager of the gold standard and in the 
contemporary period of U.S. hegemony. 

The financial press has raised the specter of the end of dollar 
dominance. The present crisis lays bare the limits and constraints on the 
imposition of the dollar standard. It is, of course, possible that the 
present crisis heralds a period of a multipolar currency standard, with, 
for example, the euro establishing itself as a strong competitor. This 
might lead to more pronounced contagion effects in the core countries, 
as in the period between the First and Second World Wars. However, 
current account surpluses and large reserves have been accruing within 
most of the emerging market countries. Developing countries have 


46 ANALYTICAL MONTHLY REVIEW / APRIL 2008 


j 


FINANCE, IMPERIALISM, DOLLAR HEGEMONY 


increased their reserve holdings from about 7 percent of GDP to around 
30 percent in recent years, and the central banks and sovereign wealth 
funds in Asia ahd among oil exporters have emerged as prominent 
players, and sources of funds in international capital markets.” In the 
infusion of funds from sovereign wealth funds to bailout Merrill’ Lynch 
and Citibank, we are seeing the new institutional mechanisms for 
recycling funds from peripheral creditor countries. At the same time, a 
surge of capital flows into emerging markets has grown unabated since 
August, and the emerging market index, Morgan Stanley Capital 
International, has shown greater resilience following the recent credit 
crisis. As the sharp January 21, 2008, stock market decline suggests, 
financial contagion and an unraveling in the periphery, that once again re- 
establishes the dominance of the dollar, still remains a possibility. 
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Market Mythology and Capitalist Reality 


Capitalism and market economy are not synonymous, as he dominant 
political discourse and conventional economists would have one believe. 
The specific characteristic of capitalism as a system is that it is based 
on private ownership of the means of production; an ownership which by 
definition is that of a privileged minority. This private ownership (aside 
from land ownership) has taken the form of exclusive rights over 
important equipment associated with modern production technologies, 
from the first industrial revolution at the close of the eighteenth century 
to the present day. The majority of non-owners are thus obliged to sell 
their labor power: capital employs labor; labor has no free use of the 
means of production. The bourgeois/proletarian divide defines capitalism; 
the market is only the management form of capital’s social economy. 

‘This definition places the specificity of capitalism not “within the 
market,” but “beyond the market,” in the “monopoly” that private 
ownership represents. For Marx, and after him Braudel and even Keynes 
to some extent, this was a plain commonplace fact. However, today, the ' 
dominant ideology pretends to ignore its decisive importance, 
ideologically substituting the abstract notion of the “market.” 

The bourgeoisie has itself evolved in the course of the development of 
capitalism. Even if that class has always collectively exercised dominant 
economic, social, and political power at all stages of modern history, 
enabling its reproduction and development, it has also always been 
strongly hierarchical within itself. There have thus always been factions 
of that class which govern the dominant heights of the economic system. 
Those factions have sometimes been able to exercise hegemonic power 
over the entire class, and in such cases have levied on the collective 
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surplus produced by the exploitation of labor a decisive “monopoly rent.” 
In appearance, that levy is produced by market mechanisms. But, this is 
only an appearance, social and political monopoly being in itself the true 
means through which that seizure of resources takes place. 

Under certain conditions, the power of that monopoly has been 
reduced by the political intervention of the “middle” (and even “small”) 
property-owning strata with the resulting emergence of a larger bourgeois 
alliance, necessitated by, among other things, the need to face the 
challenge of popular classes. It has even been the case in some periods 
that the search for a broader alliance to stabilize the system has given 
rise on a temporary basis to a “capital/labor social compromise” less 
unfavorable to workers. Such was the case of welfare-state capitalism 
after the Second World War. It is thus important to situate social and 
political conflicts within the specific conditions pertaining to each of the 
phases of the concrete history of actually existing capitalism. The 
characteristics specific to a given phase are the complex products of both 
the internal transformation of the productive system (technologies, 
degree of decentralization of capital, etc.) and the balance of social and 
political forces specific to the moment under consideration. 

The dominant stratum of capital should be characterized as 
“oligopoly-finance capital,” not in the sense of referring to capitalists 
operating in the financial sector of the system (banks and others), but in 
the sense of capitalists having privileged access to the capital necessary 
for the development of their activities, which may concern various sectors 
of the economy (industrial production, commercialization, financial 
services, research and development). That privileged access gives them a 
particular and powerful authority in the shaping of markets, which they 
regulate for their profit. It is specifically that oligopolistic group of the 
bourgeoisie that, in the present phase, dominates the financial market 
(particularly interest rates) and the global economy (particularly exchange 
rates). It commands the decisive investments in the dominant sectors of 
the economy: foreign investments, big international trade in basic 
commodities, high-technology research, and mergers. 

-The power of oligopoly-finance capital is such that it enters ‘into 
competition with and counterposes its own interests to the state—the 
collective representative of capital and manager of the hegemonic social 
bloc. It is this hegemonic social bloc under the direction of the state 
that ensures capital valuation and accumulation. It was this bloc, 
moreover, which under some circumstances (those of the welfare state) 
went so far as to take into consideration the requirements of the capital/ 
labor compromise. 

In some circumstances, the state intervenes to restrict the powers of - 
high finance. It can give itself the means of regulating the financial 
markets. The central bank then exercises decisive authority in 
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determining interest rates, controlling foreign relationships through 
power in varying degrees over exchange rates, etc. The state sometimes 
goes even further, imposing its tutelage over research and decisions 
regarding major investments. These practices can go well beyond the 
mere regulation of public expenditure and indebtedness, and so-called 
monetary policies. The mature Keynes strove to encourage such practices. 

But, in other circumstances, such as today’s neoliberalism, high 
finance succeeds in domesticating the state and reducing it to the status 
of an instrument at its service.. The issues of limitless privatization, 
market “deregulation” (understood as: the abolition of the state’s 
regulatory interventions, abdicating to high finance control of markets), 
and state withdrawal are then- orchestrated and organized into an 
effective doctrinal and ideological cluster. 

We are living in an era of that type. The reason for that evolution 
does not reside in the objective transformations of the productive system 
related to the concentration and centralization of capital, the current 
technological revolutions, etc. These transformations are of course real, 
and express their power in the manner in which high finance’s command 
authority is exercised. But essentially political and social reasons are at 
the origin of the genuine overturning of the balance of forces that has 
allowed direct control of the state by high finance. Here we must look 
to the erosion and exhaustion of the forms of regulation of the economic 
and social reproduction typical of the immediate post-Second World 
period. Those forms—the welfare state in the developed West, actually 
existing socialism in the Eastern bloc, national populisms in the third 
world—had dictated both the social relations within each of the three 


_ geopolitical constellations under consideration and their international 


relations. That chapter of history is behind us. Exhaustion—or even 
collapse—of the postwar systems has reversed the balance of forces to 
the direct advantage of capital, and high finance has found itself capable 
of seizing the command posts. 


Financialization and Power 


What is called the “financialization of the system” is nothing other 
than the expression of the new economic policy governed by the interests 
of oligopoly-finance capital. 

We owe the best analysis of that strategy—because it is a strategy 
and not an “objective requirement” of high finance—to Francois Morin 
(Le nouveau mur de I’argent [Seuil, 2006]). I will set out the essential 
points of his analysis. 

There is a grand oligopoly composed of about ten leading 
international banks (followed by about twenty others of lesser capacities), 
a network of institutional investors (pension funds and collective 
investment funds among others) managed by subsidiaries or associates 
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of those banks, insurance companies, and groups of major firms also 
largely associated with the dominant banks. This financial oligopoly is 

the effective chief of the fifty or hundred biggest financial, industrial, 
' agribusiness, trade, and transportation groups. 

The oligopoly is not governed by the laws of “competition” but by a 
mix of competition and oligopolistic agreements—often called 
“consensus”—which is itself unstable in the sense that a moment 
dominated by consensus (such as ours) may be followed by.a moment of 
ferocious competition. This would take the form of conflict among states 
since, although each of the units that compose the oligopoly operates on 
the transnational ground of the world economy, they each remain national 
by the adherence of their top management to the bourgeoisie of a 
particular state. 

The quasi-monopoly that this represents has enabled the high finance 
of the Triad (the United States, Europe, and Japan) to take control of 
the globalized financial market, dispossessing the finance ministries and 
central banks from their function as authorities able to determine interest 
rates by their own decision. In the preceding phase of capitalism (the 
postwar period) state policies, via the central banks, had set the goal of 
keeping interest rates generally negative in real terms (below the inflation 
. rate). Investment decisions, largely liberated from the structures of 
financial indebtedness, were managed differently and by other means: the 
expansion of the volume of activities and productions of a firm by self- 
financing, access to (often public) bank loans, and state assistance. It is 
said today that those means did not enable “optimal allocation” of 
capital. What the economic authorities take care not to say is that the 
system which has replaced it—control of the markets by high finance—is 
no more able to guarantee this fabulous optimal allocation. In every case 
it is a false concept, a deduction from a doctrine (itself disguised in 
theory) that asserts the properties attributed to an abstract “market.” 
The theory of that abstract generalized market is of an imaginary 
capitalism substituted for actually existing capitalism. 

Dominant high finance has then set itself the objective—which it has 
attained—of setting interest rates at a high (real) positive level. The aim 
is, through control of the financial market exercised by that oligopoly, to 
impose a significant levy on the surplus (the value gain—roughly GDP 
less salaries and other labor remunerations) to the benefit of high 
finance. That levy does not in the least guarantee an optimal allocation 
of capital as conventional economics pretends. Moreover, it does not in 
any way guarantee maximal economic growth but rather the exact 
opposite; it is a primary source of the relative sluggishness of the 
productive economy. We know that-today’s growth rates are at levels 
which scarcely reach half that of the preceding phase of the welfare state. 

The ambitions of high finance are not restricted to control of national 


52 i ANALYTICAL MONTHLY REVIEW / APRIL 2008 


Ym. 


OLIGOPOLY-FINANCE CAPITALISM? 


markets; it aims to establish its domination on a global scale. 


“Globalization” is nothing other than the strategy of conquest 
implemented to that end. Interpenetration among the financial markets 
of the partners of the Triad, reached through abolition of the control of 
financial flows and adhesion to the principle of floating foreign exchange 
rates, has been the product of decisions reached through a working 
consensus within the oligopoly of high finance of the Triad. 

Conversely, the expanding intervention of that high finance in the 
countries of the South has been imposed on more or less reluctant states 
by, among others, the WTO and the IMF, as instruments of the Triad’s 
collective imperialism. The means of the conquest were: (1) debt, 
(2) promises of opening up the markets of the North to the products of 
the South (promises that rarely materialize), and (3) the opening of 
national capital accounts to high finance and submission to the pseudo- 
floating foreign exchange markets. Interventions of high finance in those 
pseudo foreign exchange markets practically wiped out the resources of 
national states in the South and enabled transnational finance to 
determine exchange rates which maximize their levies on the production 
of the periphery. 

A few quantitative indicators, borrowed: from François Morin, give an 
idea of the extent of the domination of the Triad’s new financial 
plutocracy over the world economy. | 


Table 1. Synthetic table (amounts in trillions of dollars, 2002) 


goods and services transactions (world GDP) 32.3 
foreign exchange transactions 384.4 
foreign exchange transactions for international trade 8.0 
derivative financial instruments transactions 699.0 


The above numbers of course are not strictly comparable. (This is the 
reason for the dotted line separating world GDP from world financial 
transactions.) Foreign exchange transactions (only a tiny portion related 
to international trade) and derivative financial instruments transactions 
are presented in nominal terms. They have no clear relation to world 
GDP accounting. But the dwarfing of the transactions associated with 
world GDP by world financial transactions is at least intuitively obvious 
from the above. 

Goods and services transactions (world GDP) represented 3 percent of 
the monetary and financial transactions in 2002. Transactions concerning 
international trade amounted to hardly 2 percent of foreign exchange 
transactions. Settlements of purchases and sales of shares and bonds on 
organized markets (operations supposedly pointing to the excellence of 
capital markets) were only 3.4 percent of monetary settlements! It is the 
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transactions of hedging products—designed to cover operators’ risks— 
which have “literally exploded.” Morin—rightfully—draws our attention 
to that major fact. 


Imminent Financial Catastrophe 


“Financialization” of the world economy described in the preceding 
section (taken from Morin) is by itself neither the means of ensuring 
better allocation of resources, nor the means of encouraging growth, as I 
have already set out. But, is it at least “viable” in the restricted sense 
that it has the advantage of reducing the risk of financial catastrophe? 

Morin demonstrates that this is largely illusory. High finance has 
indeed invented means which enable operators on the financial markets 
to cover themselves individually from many of the risks under 
consideration. The invention of “derivative financial instruments,” of 
which the numerous and complex techniques are only known to those 
operators, partly answered that need. That invention has stimulated 
financial flows on the scale mentioned above. The ratio of hedging 
operations to production and international trade was 28 to 1 in 2002—a 
disproportion which was growing steadily for about the last twenty years 
and which had never been witnessed before in the entire history of 
capitalism. But apparent risk reduction for individual capitals has 
transformed into an increase of the collective risk, which ultimately 
impacts the individual units of the system. The growth indicator of that 
risk is given by the never-ending expansion of the financial sector, the 
volume of which has been multiplied by ten in the decade 1993-2003. 

In the face of the growing risk of a world financial crisis of 
uncontrollable scale, the economic and social policies enforced by states 
in line with the domination of high finance are such as to transfer risk 
from capital to labor. Here again, the means are known: the 
reconstitution of a significant reserve army of the unemployed, job 
insecurity, the reduction of workers’ rights and social benefits, and 
replacement of indexed pensions with various financial investment 
schemes. These means are accompanied by a politics of pseudo-solidarity 
among middle-class sectors, employers in general, and high finance. 
Promotion of savings in the form of private shares and bond markets 
aims at creating that apparent solidarity. A “theory” of patrimonial 
capitalism—a capitalism that would somehow be owned by everyone— 
has been constructed to give apparent credibility and legitimacy to the 
transfer of risk disproportionately to “small shareholders” and workers. 

The system under consideration, viewed globally, presents itself as a 
grand idol, but with feet of clay. It will certainly collapse. But, how? 
From the effect of which major causes? To the benefit of which 
alternative? 


Financial instability—always unexpected when it occurs—does not 
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constitute, in my view, the main reason for the unsustainability of the 
system. The system is unsustainable for other reasons of a social and 
political nature. The policies that accompany the domination of high 
finance of necessity lead to an indefinite growing inequality in the 
distribution of income. Beyond the strictly economic consequences of an 
evolution in that direction that is steady and permanent—i.e., the 
tendency to stagnation of growth from lack of effective demand—the 
model of oligopoly-finance capital is socially intolerable. and will 
probably be politically intolerable as well. At the global level, the system 
leads to an accentuated polarization, permanent dependency of the 
countries of the South said to be “emerging” (China, India, South-East 
Asia, and Latin America) and the destruction (quasi genocide) of the 
countries said to be “marginalized” (Africa in particular), the peoples of 
which have become useless for the continuation of capital accumulation, 
and where only the natural resources (oil, minerals, wood, and water) 
interest dominant capital. There is every reason to think that domestic 
social and political conflicts in all the regions of the world both North 
and South, and international conflicts (North against South), must lead 
to making an end to the current domination of high finance. 


Plutocratic High Finance and Monopolistic Power 


The current actually existing capitalism is no longer the one we knew 
just three decades ago. We have reached today a phase of centralization 
of capital by no standards comparable with the one which characterized 
historic capitalism during the five centuries of its development. 

Monopolies have indeed always existed, from the origin in the 
mercantilist era (charter companies), to the nineteenth century dominated 
by widespread industrialization (in the financial sector—the “200 
families” in France), to the end of that century with the emergence of 
giant corporate “monopolies” (as described by Hobson, Hilferding, and 
Lenin). But, however decisive their intervention in the economic field 
had been for the global evolution of the system—and it has always been 
so—capitalism as a whole was organized under the form of millions of 
medium-size industrial and commercial companies and peasants. Rich 
farmers were regulated by a multitude of markets (which without being 
“pure and perfect” were nonetheless genuinely competitive markets) that 
largely escaped the interventions of monopolies. Monopolies operated in 
certain reserved sectors (big mercantilist trade, financing the state, 
international trade in basic commodities, international loans, and later, 
some important sectors of mass industrial production and commerce, 
banking, and insurance). These privileged areas with monopoly power 
were largely national in spite of their expansion beyond borders. That 
situation gave state policies true efficacy in the management of the 
economy as a whole. 
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Capitalism today is totally different. A handful of oligopolies alone 
occupy all the dominant heights in the conduct of national and global 
business. These are not strictly financial oligopolies but “groups” within 
which the production activities of industry, agribusiness, commerce, 
services, and of course financial activities coalesce. Finance rules 
primarily in the sense that the system is globally “financialized,” i.e., 
dominated by financial logic. It is a “handful” of groups: around thirty 
gigantic groups, a thousand others, no more. In that sense, one can talk 
about a “plutocracy,” even if that word may worry those who remember 
its abusive use by the demagogues of fascism, 

That group plutocracy dominates the current globalization which it 
has indeed itself shaped (not to say “constructed”) to suit its sole 
narrow interests. It has substituted for the ancient “international 
(unequal) division of labor,” based on the centers/peripheries contrast, a 
financial geography, i.c., an integration of transnational “territories.” This 
geography is the product of the strategies of the groups under 
consideration, and not a “reality” external to it. It shapes in. turn what 
appears as “international trade” and what has become in reality and ‘in 
growing proportions a transfer of wealth on behalf of certain plutocratic 
groups. Delocalization, as analyzed by C. A. Michalet in its various - 
forms (La mondialisation, la grande rupture [La Découverte, 2007), 
constitutes the means of that shaping of the world. 

That same‘plutocracy governs the globalized financial markets, and is 
able largely to determine the interest rate that enables it to operate to 
its best advantage, constituting a massive levy on the value produced by 
social labor—as international exchange rate differentials also largely suit 
its purpose (see F. Morin, cited above, from whom this discussion is 
largely inspired). 

In that context, millions of private companies said to be “medium 
size” (and even many “large” ones) and capitalist farmers no longer enjoy 
true autonomy in their decisions. They are rather forced permanently to 
adjust to the strategies enforced by the plutocracy. That situation is new, 
qualitatively different from the one which has characterized historic 
capitalism in the previous phases of its development. The market invoked 
by conventional economists no longer exists. It is now a complete farce. 


That analysis is not simply my own; it is viddi shared among those 
critical analysts who refuse to align with the discourse of the dominant 
conventional economics. The question which in my opinion deserves 
being placed at the center of our discussion is then to know whether 
that transformation is “final” or, on the contrary, “unsustainable.” The 
answer to that question settles key matters for us. 

Some—perhaps many—consider this transformation as final, even if it 
is “unpleasant.” The only thing possible is to adjust, at best bend its 
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movement to give some place for a few social considerations, but nothing 
else. The continued dominance of the strategies of the groups under 
consideration, thé withering away of states in the face of market 
globalization, must be accepted. Such in the main is the perspective of 
the social-democrats who have changed into social-liberals. Some even - 
see in that change a “positive” transformation, which in itself, heralds a 
better future. It is contended either that capitalism constitutes an 

~ unsurpassable horizon (a conception which underlies the social-liberal 
option), or it will surpass itself through its own globalizing movement 
(we recognize Negri here). Both of these perspectives come down to ;, 
much the same thing: there is no need to act against the transformation 
under consideration. Farewell socialism, an outdated nineteenth-century 
utopia. Farewell Marxism. 


” Solidarity among All the Workers of the Planet 
My analysis distances itself from this view. The current transformation 


testifies to the obsolete (“senile”) stage capitalism has reached; not only 
- because it has become the enemy of all humankind (and must then be 
overturned through conscious. political action, if we want to escape the 
worst), but also because that transformation is not sustainable. This is 
to be understood not so much in the sense that regulations imposed by 
the groups’ plutocracy fail to reduce the “risk” of a financial collapse 
but, rather, in the sense that they inevitably aggravate it. In a general 
political sense their regulation is unbearable: socially, for the working 
classes of all the regions of the world; politically, for the peoples, 
nations, and states of the periphery (in particular countries said to be 
“emerging”). The return of an affirmative state must therefore not be 
excluded as a possibility (even a likelihood). 
The major paradox, for me, is that views which think of themselves 
as being sincerely democratic do not see the flagrant contradiction 
» between the governance of the world by the plutocracy now in place and 
the fundamental. principles of democracy. In fact, the new plutocratic 
capitalism of the financialized oligopolies is the enemy of democracy, 
depriving it of all substantive content. The current deconstruction of 
bourgeois democracy is being pursued in a perfectly systematic way by 
the leading political class, in particular in a European “project,” which 
was designed by its founders, the first of whom was Monnet, for that 
very purpose. The discourse on the “individual as the subject of history” 
is mere window-dressing and legitimization of antidemocratic practice. 
It should have been immediately obvious that the economic structures 
administered by groups now taken over by oligopoly-finance capital in 
3 fact constitute true “social goods,” i.e., they should be the “property of 
the nation,” and managed by it. Our self-styled democrats, supposedly 
representing the interests of those low on the social hierarchy, rush to 
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substitute private management—as if the powerful financial interests 
‘really respected the sanctity of property not their own. Is it not an 
illusion to think that management of these structures could be assumed 
by a collective of small shareholders? Are we so gullible as to swallow 
the belief in the superior efficacy of private management and the fatally 
bureaucratic destiny of the state—as if their reality were Weber’s 
rationalized capitalism? l 

Reality should open the eyes of those naïve democrats. Can their 
admiration for the great innovators (Rockefeller in the past, Bill Gates 
today) cause them to forget that the majority of the plutocrats are heirs? 
By what social rationale should they be allowed to dispose of such 
exorbitant powers? Does there not exist a “private bureaucracy” which is 
not necessarily less sclerotic than the one of the state? Does not the 
state also have its great innovators (Colbert in.the past; today the 
engineers who have placed the publicly owned SNCF [French National 
Railway Company] in the vanguard of railway companies in the entire 
world)? 

Genuine democrats ought instead to understand that today’s degree 
of concentration of capital calls for its socialization. It is true that the 
terms on which the workers will participate in managing the national 
economy remains to be devised. It is true that democratic socialization 
outside the market need not exclude (for a long time still) the initiative 
and property of millions of small and medium enterprises. The 
socialization of the commanding heights would create the conditions for 
a true market economy for such small and medium enterprise. Diverse 
forms of management can be devised: private property but also workers 
cooperatives (the cooperative Lip in France in fact demonstrated its 
efficiency, its “failure” was a wanton and planned assassination by the 
state of a dangerous model), permitting the emergence of forms of 
socialization beyond the limits of the capitalist market. 

The obstacle to this possible and necessary future is entirely situated ' 
in the dominant political culture, in the form of the Americanization of 
Europe currently underway. Critical analyses of that drift of ideology and 
politics are not lacking: analyses which have focused on the many facets 
of that ongoing degradation, and that point to “another world” emerging 
still worse than the one we know. Negri ignores those analyses. His 
“optimism by fiat” is meant to justify inaction. 

A multiplicity of conflicts are bound to arise from the continuing 
dictatorship of the financial capital now in place, with the people and 
states of the South leading the way in opposing the logic of globalized 
plutocratic governance. In this respect, the opposition of the South is 
likely to grow much faster than the opposition of the peoples of the 
imperialist Triad. Hence, I imagine the first firestorms will emerge in the 
South; albeit in diverse forms as we can see already in Latin America on 
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the one hand, in Asia on the other. 

This last observation is not one of a “Third Worldist militant.” 
Rather it is one of an internationalist calling for solidarity among all the 
workers of the planet. The more solidarity is enhanced, the better will 
be the opportunities offered for revolutionary advances in both the South 
and the North. 


MONTHLY REVIEW | Fifty Years Ago 





“Permanent prosperity” melted away after five years in the early 
months of 1929. It was replaced by the Great Depression, which lasted 
until 1940. “Permanent boom” ended in the closing months of 1957, three 
years after the brief 1953-1954 recession and depression. In its place is 
the yawning abyss of layoffs, part-time work, shutdowns, and the 
desperate search by healthy, willing, competent women and men for jobs 
that will yield them a living. 

This is neither the time nor the place to repeat business cycle history. 
But we should remind ourselves that every few years, from 1790 to 1907, 
private enterprise business in the United States slipped and shambled 
from prosperity through recession, depression, and revival, then back to 
another brief and insecure period of prosperity....About 1907 the private 
enterprise economy of the United States passed out of its phase of 
periodic recession and depression into its stage of chronic or permanent 
depression....For a time the new industries such as autos, electric 
gadgets, and radio were exempt. But from 1929 to 1939, the entire 
United States economy was sucked into the abyss of permanent 
depression... 

Depression in the United States lasted from 1929 to 1939. This was 
the normal state of an over-expanded, over-equipped economy. The boom 
which began in 1940 was a war boom, sparked by war in Spain, war in 
Europe, war across the world (1940-1945), and after 1945, war in Indo- 
China, Korea, and other colonial areas....Today the United States economy 
is badly crippled....Private enterprise in the United States is bankrupt. 
Left to itself [without military-related government spending] it would 
operate at 70 to 80 percent of the present level. 


—Scott Nearing, “World Events,” 
Monthly Review, April 1958 
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The United States and the world economy are now experiencing a 
major economic setback that began in the financial sector with the 
bursting of the housing bubble, but which can ultimately be traced back 
to the basic problems of capitalism arising from class-based 
accumulation (see the Review of the Month in this issue). 

Things are clearly much worse, with respect to the general public 
understanding of these problems, here in the United States, the citadel 
of capitalism, than elsewhere in the world. We were therefore bemused 
by an article entitled “Europe’s Philosophy of Failure” by Stefan Theil, 
Newsweek’s European economics editor, appearing in the January- 
February 2008 Foreign Policy. Theil writes of the “prejudice and 
disinformation” incorporated in French and German secondary school 
‘textbooks dealing with economics. Such textbooks he complains “ingrain 

a serious aversion to capitalism.” ) 

We quote here, for your amusement and information, some key 
passages in which Theil displays his outrage over what he calls the 
“biased commentary on the destruction wreaked by capitalism” to be 
found in European schoolbooks: 


* “Economic growth imposes a hectic form of life, producing 
overwork, stress, nervous depression, cardiovascular disease and, 
according to some, even the development of cancer,” asserts the three 
volume Histoire du XXe siécle, a set of texts memorized by countless 
French high school students as they prepare for entrance exams 


60 ANALYTICAL MONTHLY REVIEW / APRIL 2008 


x 


COMMENTARY 


to...prestigious French universities. The past 20 years have “doubled 
wealth, doubled unemployment, poverty, and exclusion, whose ill effects 
constitute the background for a profound social malaise,” the text 
continues....Capitalism itself is described at various points in the text as 
“brutal,” “savage,” “neoliberal,” and “American.” 

¢ In another textbook, students actually meet a French entrepreneur 
who invented a new tool to open oysters. But the quirky anecdote is 
followed ‘by a long-winded debate over the degree to which the modern 
workplace is organized along the lines imagined by Frederick Taylor, the 
father of modern scientific management theory. l 

* French students...do not learn economics so much as a very specific, 
highly biased discourse about economics. When they graduate, they may 
not know much about supply and demand, or about the workings of a 
corporation. Instead, they will likely know inside-out the evils of “la 
McDonaldisation du monde” and the benefits of a “Tobin tax” on the 
movement of global capital. ` 

¢ If there’s one unifying characteristic of German textbooks, it’s the 
tremendous emphasis on group interests, the traditional social- ` 
democratic division of the universe into capital and labor, employer and 
employee, boss and worker....Even a cursory look at the country’s 
textbooks shows that many are written from the perspective of a future 
employee with a union contract....One l0th-grade social studies text 
titled FAKT has a chapter on “What to do against unemployment.” 

¢ Equally popular in Germany today are student workbooks on 
globalization. One such workbook includes sections headed “The Revival 
of Manchester Capitalism,” “The Brazilianization of Europe,” and “The 
Return of the Dark Ages.” 


In contrast to what he calls the “dangerous indoctrination” of such 
French and German economic textbooks, which spread “ideology,” “bias,” 
“disinformation,” and a “doctrine of dissent,” Newsweek’s European 
economics editor praises the realism, conformity to “conventional 


. wisdom,” and non-ideological nature of U.S. secondary school economics 


texts. Thus Theil notes that European economic textbooks are “a world 
apart from what American high school students learn.” In the United 
States “most classes are based on straightforward, [neo-|classical 


_ economics. In Texas, the state prescribed curriculum requires that the 


positive contributions of entrepreneurs to the local economy be taught.” 
(We do not doubt for a second that the section of the Texas curriculum 
on Enron embodied in secondary texts is particularly non-ideological 
and straightforward!) It is such responsible education in economic 
basics, Thiel tells us, that helps explain “American success” and 
“European failure.” l 
What is most interesting of course is the timing of this Foreign 
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Policy article by Newsweek’s European economics editor. Published on 
the cusp of a worldwide economic reversal, in which the instability and 
exploitation associated with capital accumulation are coming alive for 
everyone to see, the attack on European “anti-capitalism” appears to be 
an ‘exercise in ideological indoctrination of an old-fashioned capitalist 
kind. The goal of course is to put a stop to all critique of the system. 
The French and Germans, Theil concludes, should “start paying more 
attention to what their kids are learning in the classroom.” The same 
might be said with considerably more validity and for entirely different 
reasons of U.S. classrooms. Few in this country are equipped by the 
schools to understand the harsh realities of capitalism—or the need to 
rid the world of it. 


EA 


Greg Palast’s preface to the new Monthly Review Press book On the 
Global Waterfront: The Fight to Free the Charleston 5 by Suzan Erem and 
E. Paul Durrenberger states: 


The entire story rides on a detective story. We open on a scene 

. with six hundred police in riot gear facing a few dozen angry-as- 
hell workers on the docks of Charleston. In the darkness, rocks, 
clubs and blood fly. Five union men arrested for conspiracy to riot. 
Four blacks and one white. The prosecutor: a -white, Bible- 
thumping Attorney General running for Governor and a city ripped 

= in half—union/non-union, white/black. The movers and shakers 
versus the moved and shaken....[T]he fight to free the Charleston 5 
shows how courage, heart, and solidarity can lead to victory in the 
midst of a mad march into globalization that threatens to turn us 
all into the Wal-Mart 5 Billion. 


We urge you to read this book. It can be ordered online at http:// 
www.monthlyreview.org. 
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largest party in the CA, indeed as large or larger than the other two major 
parties combined—the Nepal Congress and the CPN(UML) 

Perhaps not surprisingly, after the results became clear the U.S. mouthpiece. 
Voice of America quoted a U.S. government funded outfit calling itself “Asian 
Network for Free Elections” as saying that “it is premature to declare Nepal’s 
balloting free and fair.” Amusingly, the same outfit had called the elections 
“successful and credible” before having its leash pulled from Washington. This 


sinister buffoonery serves to remind that Nepal still has a deadly enemy in the ~ - 


rulers of the United States, who continue to term the CPN(Maoist) “terrorists” 
and continue to control the commanding officers of the Nepal Army. 

Prachanda, leader of the CPN(Maoist), in his first comment after his party’s 
victory said: 


“We will work together with not only the seven parties but also the 
new parties that will be established through this election and the old 
parties in existence in the forthcoming constitution making process. ` 


“All eyes are upon us. This is a positive challenge for us. I want to 
clarify that the path of cooperation that we ‘adopted since 12-point 
agreement will continue. 


“For the international community and especially our, neighbors India 

-and China, I want to say that our party wants good relations with all of 

them and is willing to work together on development cooperation and 
peace process. 


“Our commitment on multi party democracy has been expressed 
through this election as well. 


“I have taken this victory as the people’s mandate to us to consolidate 
lasting peace. We will remain honest to that mandate.” 


The coalition government shall continue, but where previously the Nepal 
Congress had been the dominating coalition partner, from today forward it 
shall be the CPN(Maoist). Yet this is only to recognize at governmental level 
the social reality. The Constituent Assembly is the achievement of the People’s 
War and of the ordinary people of Nepal. 

No serious Nepali would deny that this has been the first truly free and 
fair election in the country’s history. In the past the presence of brutal police, 
manipulation from district headquarters, and all the pressures of a feudal 
clientelist system denied any real freedom of choice to many Nepalis. The hill 
and mountain district of Sindhupalchowk not far from the capital Kathmandu 
has been for decades a virtual fief of the great feudal lord Pashupati Shumsher 
Rana, married to a Scindia, father-in-law to Prince Aishwarya Singh, and a 
cousin of the king. He effortlessly won election after election to the royal 
parliament by the votes of his innumerable clients. But today in partial CA 
results from his district Sindhupalchowk 3, the great lord is running a poor 
third behind the Maoist Dawa Tamang and UML candidate Sher Bahadur 
Tamang. Something fundamental has changed. 
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The CPN(Maoist) launched armed struggle on February 13, 1996, in 
opposition to comrades who urged that the time was not right, “objective” 
conditions did not exist, and that the electoral path should be pursued. But the 
leadership insisted that only by making a revolutionary break with pre-existing 
legality could the ordinary people learn their own strength, drive out the hated 
police and the landlords and usurers, and begin the process of learning how to 
become the ruling class. In the ten years of People’s War a great number of 
young people -of both sexes and all communities, including the most 
downtrodden, have made themselves into the seeds of the new society. When 
in 2006 the CPN(Maoist) returned to the path of civil peace and electoral. 
democracy they did so from a position of immense strength. Dawa Tamang was 
22 years old when the People’s War began; before Dawa Tamang could even , 
imagine defeating Pashupati Shumsher Rana in a free election it would be 
necessary to learn how to defeat his guards, police and soldiers in armed 
struggle. 

There has been no readymade formula for the tasks that have been success- 
fully accomplished, even less so for the tasks that lie ahead. The immediate 
problem of food supply and the longer-term question of economic development 
are daunting. But for those of us who believe that politics must be in com- 
mand, the events in Nepal are of the greatest significance. In 2003 the 
CPN(Maoist) adopted a resolution entitled “Development of Socialism in 2l“ 
Century.” It looked toward multiparty competition organised under a constitu- 
tional framework of a firmly proletarian and people’s democratic nature. Ran- 
dhir Singh has written that achieving socialist democracy “must be viewed not 
as a destination but as a never-ending historical process involving constant 
struggle and ever greater democracy.” (Crisis of Socialism, Amit Atwal, 2006, 
p.818). The CA election marks the next stage in the emergence in Nepal of a 
revolutionary socialist democracy, an event of world historic importance.. 


| | oe | 
Even as late as 1912, A.D., the great mass of the people still persisted 

in- the belief that they ruled the country by virtue of their ‘ballots. In 
reality, the country was ruled by what were called political machines. At 
first the machine bosses charged the master capitalists extortionate tolls 
for legislation; but in a short time the master capitalists found it cheaper \ 
to own the political machines themselves and to hire the machine bosses. ° 
—Jack London, The Iron Heel, 1908. 
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` Today but few can recall memories of the Bengal famine of 1943 and 
. 1944. Most disturbingly, after almost two decades of “reform” and a full 
decade or more of à nonstop media festival of growth rate and India 
Shining songs. and chants, a massive acute food crisis is again a possibility. 
For the rulers of India such concerns, while now unavoidable, remain 
highly abstract. The memories of Bengal famine are again of special 
importance. Ashok Mitra, in his memoir Apila-Chapila (Ananda Publishers, 
2003), ‘tells of millions from the countryside dragging themselves to the 
cities to beg and to die in the streets. “We went to college, stepping over 
these live corpses, these half-dead men, women and children. It was an 
appalling situation. Yet the daily lives ‘of the middle and upper classes 
were largely unaffected.” Those with similar experience were a guiding 
force in the creation of post-independence food security programs that, for 
. al] their faults and inequalities, achieved a significant rise in per capita 
foodgrain and calorie consumption over the four decades from 1950. This 
achievement was swiftly wiped out by the period of neoliberal reform. 
Already by 2004 foodgrain absorption per capita had dropped to the 150 
kilograms per year level of 1950-51, a fall of over 20 kilograms from levels 
achieved by the 1990s. 
: The conséquences of over a decade of neoliberal hunger aré what make 
the current conjunction of global foodgrain price rise and severe weather 
events, such as the recent Burmese ‘cyclone, the Australian drought, the 
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The World Food Crisis 


Sources and Solutions 
FRED MAGDOFF 


^ An acute food crisis has struck the world in 2008. This is on top of a 

longer-term crisis of agriculture and food that has already left billions 
hungry and malnourished. In order to understand the full, dire 
implications of what is happening today it is necessary to look at the 
interaction between these short-term and long-term crises. Both crises 
arise primarily from the for-profit production of food, fiber, and now 
biofuels, and the rift between food and people that this inevitably 
generates. 





‘Routine’ Hunger before the Current Crisis 


Of the more than 6 billion people living in the world. today, the 
United Nations estimates that close to 1 billion suffer from chronic 
hunger. But this number, which is only a crude estimate, leaves out 
those suffering from vitamin and nutrient deficiencies and other forms of 
malnutrition. The total number of food insecure people who are 
malnourished or lacking critical nutrients is probably closer to 3 billion— 
about half of humanity. The severity of this situation is made clear by 
the United Nations estimate of over a year ago that approximately 18,000 
‘children die daily as a direct or indirect consequence of malnutrition 
(Associated Press, February 18, 2007). — 

Lack of production is rarely the reason that people are hungry. This 
‘can be seen most clearly in the United States, where despite the 
«production of more food than the population needs, hunger remains a 
significant problem. According to the U.S. Department of Agriculture, in 
2006 over 35 million people lived in food-insecure households, including 
13 million children. Due to a lack of food adults living in over 12 million 
households could not eat balanced meals and in over 7 million families 
someone had smaller portions or skipped meals. In close to 5 million 
Kamilies, children did not get enough to eat at some point during the 
year. 

In poor countries too, it is not unusual for large supplies of wasted 
and misallocated food to exist in the midst of widespread and persistent 
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hunger. A few years ago a New York Times article had a story with the 
following headline “Poor in India Starve as Surplus Wheat Rots” 
(December 2, 2002). As a Wall Street Journal headline put it in 2004 
“Want Amid Plenty, An Indian Paradox: Bumper Harvests and Rising 
Hunger” (June 25, 2004). 


No ‘Right to Food’ 


Hunger and malnutrition generally are sapiens of a larger 
underlying problem—poverty in an economic system that recognizes, as 
Rachel Carson put it, no other gods but those of profit and production. 
Food is treated in almost all of the world’s countries as just another 
commodity, like clothes, automobiles, pencils, books, diamond jewelry, 
and so on. People are not considered to have a right to purchase any 
particular commodity, and no distinction is made in this respect between 
necessities and luxuries. Those who are rich can afford to purchase 
anything they want while the poor are often not able to procure even 
their basic needs. Under capitalist relations people have no right to an 
adequate diet, shelter, and medical attention. As with other 
commodities, people without what economists call “effective demand” 
cannot buy sufficient nutritious food. Of course, lack of “effective 
demand” in this case means that the poor don’t have enough money to 
buy the food they need. 

Humans have a “biological demand” for food—we all need food, just 
as we need water and air, to continue to live. It is a systematic fact of 
capitalist society that many are excluded from fully meeting this 
biological need. It’s true that some wealthy countries, especially those in 
Europe, do help feed the poor, but the very way capitalism functions 
inherently creates a lower strata of society that frequently lacks: the 
basics for human existence. In the United States there are a variety of 
government initiatives—such as food stamps and school lunch 
programs—aimed at feeding the poor. Yet, the funding for these 
programs does not come close to meeting the needs of the poor, and 
various charities fight an uphill battle trying to make up the difference. 

In this era relatively few people actually die from starvation, aside 
from the severe hunger induced by wars and dislocations. Most instead 
become chronically malnourished and then are plagued by a variety of 
diseases that shorten their lives or make them more miserable. The 
scourge of malnutrition impedes children’s mental and physical 
development, harming them for the rest of their lives. 


The Acute and Growing Crisis: The Great Hunger of 2008 


At this moment in history there are, in addition to the “routine” 
hunger discussed above, two separate global food crises occurring | 
simultaneously. The severe and acute crisis, about two years old, is 
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xecoming worse day by day and it is this one that we'll discuss first. 
he severity of the current crisis cannot be overstated. It has rapidly 
ncreased the number of people around the globe that are malnourished. 
‘\ithough statistics of increased hunger during the past year are not yet 
„available, it is clear that many will die prematurely or be harmed in 
ther ways. As usual, it will.be the young, the old, and the infirm that 
will suffer the worst effects of the Great Hunger of 2008. The rapid and 
simultaneous rise in the world prices for all the basic food crops—corn 
‘maize), wheat, soybeans, rice, and cooking oils—along with many other 
crops is having a devastating effect on an increasing portion of humanity. 

The increases in the world market prices over the past few years have 
seen nothing short of astounding. The prices of the sixty agricultural 
commodities traded on the world market increased 37 percent last year 
and 14 percent in 2006 (New York Times, January 19, 2008). Corn prices 
began their rise in the early fall of 2006 and within months had soared 
Ky some 70 percent. Wheat and soybean prices also skyrocketed ‘during 
this time and are now at record levels. The prices for cooking oils 
{mainly made from soybeans and oil palm)—an essential foodstuff in 
many poor countries—have rocketed up as well. Rice prices have also 
risen over 100 percent in the last year (“High Rice Cost Creating Fears of 
Asia Unrest,” New York Times, March 29, 2008). ` 

The reasons for these soaring food prices are fairly clear. First, there 
are a number of issues related directly or indirectly to the increase in 
petroleum prices. In the United States, Europe, and many other countries 
this has brought a new emphasis on growing crops that can be used for 
fuel—called biofuels (or agrofuels). Thus, producing corn to make ethanol 
or soybean and palm oil to make diesel fuel is in direct competition 
with the use of these crops for food. Last year over 20 percent of the 
entire corn crop in the United States was used to produce ethanol—a 
process that does not yield much additional energy over that which goes 
into producing it. (It is estimated that over the next decade about one- 
third of the U.S. corn crop will be devoted to ethanol production 
[Bloomberg, February 21, 2008].) Additionally, many of the inputs for 
large-scale commercial agricultural production are based on petroleum 
and natural gas—from building and running tractors and harvesting 
equipment to producing fertilizers and pesticides and drying crops for 
storage. The price of nitrogen fertilizer, the most commonly used 
fertilizer worldwide, is directly tied to the price of energy because it, 
takes so much energy to produce. 

A second cause of the increase in prices of corn and soybeans and soy 
cooking oil is that the increasing demand for meat among the middle 
class in Latin America and Asia, especially China. The use of maize and 
soy to feed cattle, pigs, and poultry has risen sharply to satisfy this 
demand. The world’s total meat supply was 71 million tons in 1961. In 
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2007, it was estimated to be 284 million tons. Per capita consumptior 
has more than doubled over that period. In the developing world, it ros« 
twice as fast, doubling in the last twenty years alone. (New York Times 
January 27, 2008.) Feeding grain to more and more animals is putting 


growing pressure on grain stores. Feeding grain to produce meat is a» 


very inefficient way of providing people with either calories or protein. It 
is especially wasteful for animals such as cows—with digestive systems 
that can derive energy from cellulose—because they can obtain all of 
their nutrition from pastures and will grow well without grain, although 
more slowly. Cows are not efficient converters of corn or soy to meat— 
to yield a pound of meat, cows require eight pounds of corn; pigs, five; 
and chickens, three (Baron’s, March 4, 2008). 

A third reason for the big jump in world food prices is that a few key 
countries that were self-sufficient—that is, did not import foods, 
although plenty of people suffered from hunger—are now importing large 
quantities of food. As a farm analyst in New Delhi says “When countries 
like India start importing food, then the world: prices zoom....If India 
and China are both turning into bigger importers, shifting from food 
self-sufficiency as recently we have seen in India, then the global prices 
are definitely going to rise still further, which will mean the era of 
cheaper food has now definitely gone away” (VOA News, February 21, 
2008). Part of the reason for the pressure on rice prices is the loss of 
farmland to other uses such as various development projects—some 7 
million acres in China and 700,000 acres in Vietnam. In addition, rice 
yields per acre in Asia have reached a plateau. There has been no per 
acre increase for ten years and yield increases are not expected in the 
near future (Rice. Today, January-March 2008). 

Some of the reasons for the recent price increases for wheat and rice 
are related to weather. The drought in Australia, a major wheat exporting 
country, and low yields in a few other exporters has greatly affected 
wheat prices. A 2007 cyclone in Bangladesh destroyed approximately 600 
million dollars worth of its rice crop, leading to rice price increases of 
about 70 percent (The Daily Star [Bangladesh], February 11, 2008). The 
drought last year in northcentral China combined with the unusual cold 
and snow during the winter will probably lead the government to greater 
food purchases on the international markets, keeping the pressure on 
prices. 

Speculation in the futures market and hoarding at the local level are 
certainly playing a part in this crisis situation to make food more 
expensive. As the U.S. financial crisis deepened and spread in the winter 
of 2008, speculators started putting more money into food and metals to 
take advantage of what is being called the “commodities super cycle.” 


(The dollar’s decline relative to other currencies stimulates “investment” © 


in tangible commodities.) While it would be a mistake to see these 
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aspects, however despicable and inhumane, as the cause of the crisis, 
mchey certainly add to the misery by taking advantage of tight markets. It 


is certainly possible that the commodity bubble will burst, bringing — 


‘down food prices a bit. However, speculation and local hoarding will 
‘continue to put an upward pressure on food prices. Transnational 
corporations that process agricultural products, manufacture various 
foods, and sell food to the public are, of course, all doing exceptionally 
well. Corporate profits usually do well in a time of shortages and price 
increases. 

Although not a cause for the increase in prices of other foods, the 
higher prices for ocean fish have created an added burden for the poor 
and near poor. Overfishing of many ocean species is removing this 
important protein source from the diet of a large percentage of the 
world’s population. 

The response to the crisis has come in the form of demonstrations 
and riots as well as changes in government policies. Over the past few 
months there have been protests and riots over the increasing cost of 
food in many countries, including Pakistan, Guinea, Mauritania, Morocco, 
Mexico, Senegal, Uzbekistan, and Yemen. China has instituted price 
controls for basic foods and Russia has frozen the price of milk, bread, 
eggs, and cooking oil for six months. Egypt, India, and Vietnam have 
banned or placed strict control on the export of rice so that their own 
people will have sufficient food. Egypt, the world’s largest wheat 
importer, has expanded the number of people eligible to receive food aid 
by over 10 million. Many countries have lowered protectionist tariffs to 
try to lessen the blow of dramatically higher prices of imported foods. 
Countries heavily dependent on food imports such as the Philippines, the 
world’s largest importer of rice, are scrambling to make deals to obtain 
the needed imports. But these various stop-gap efforts have mainly 

{marginal effects on the problem. Almost all people are forced into a 
lower standard of living as those in the middle class become increasingly 
careful about the foods they purchase, the near poor drop into poverty, 
and the formerly poor become truly destitute and suffer greatly. The 
effects have been felt around the world in all classes of society except 
the truly wealthy. As Josette Sheeran, the head of the UN’s World Food 
Program, said in February, “This is the new face of hunger...-There is 
food on shelves but people are priced out of the market. There is 
vulnerability in urban areas we have not seen before. There are food riots 
in countries where we have not seen them before” (The Guardian, Feb. 
26, 2008). 

i. Although Haiti has been a very poor country for years—80 percent of 
the people try to subsist on less than what two dollars a day can 
purchase in the United States—the recent situation has brought it to 
new depths of desperation. Two cups of rice, which cost thirty cents a 
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year ago, now cost sixty cents. The description of an Associated Press 
article from earlier this year (January 29, 2008) is most poignant in its 
details: 


It was lunchtime in one of Haiti s worst slums, and Charlene 
Dumas was eating mud. With food prices rising, Haiti’s poorest 
can’t afford even a daily plate of rice, and some take desperate 
measures to fill their bellies. Charlene, 16 with a l-month-old son, 
has come to rely on a traditiona] Haitian remedy for hunger pangs: 
cookies made of dried yellow dirt from the country’s central 
plateau. 


The “cookies” also contain some vegetable shortening and salt. 
Toward the end of the article is the following: 


Marie Noel, 40, sells the cookies in a market to provide for her 
seven children. Her family also eats them. 


“Pm hoping one day [ll have enough food to eat, so I can stop 
eating these,” she said. “I know it’s not good for me.” 


Many countries in Africa and Asia have been severely impacted by the 
crisis with hunger spreading widely—but all nations are affected to one 
extent or another. In the United States—where over the past year the 
price of eggs increased 38 percent, milk by 30 percent, lettuce by 16 
percent, and whole wheat bread by 12 percent—many people are starting 
to purchase less costly products. “Higher Food Prices Start to Pinch 
Consumers” is the way the Wall Street Journal put it in a headline 
(January 3, 2008). 

It should be noted here that while wheat prices are at record levels 
and prices of wheat products in the United States will certainly go 
higher, the cost of the wheat in a loaf of bread is only small part of the 
retail price. When wheat prices double, as they have, the price of a loaf 
of bread may increase by 10 percent, perhaps from $3 to $3.30. However, 
the effect of a doubling of prices for corn, wheat, soybeans, and rice is 
devastating for poor people in the third world who primarily purchase 
raw commodities. 

With food pantries and soup kitchens stretched to the breaking point, 
the U.S. poor are experiencing deepening suffering. In general, the poor 
in the United States tend to first pay their rent, heat, gas (for a car to 
get to work), and electricity bills. That leaves food as one of the few 
“flexible” items in their budgets. In the central part of my home state of 
Vermont, over the last year the use of food shelves (i.e., aid from local, 
charitable food assistance programs that give groceries directly to the 
needy) has increased 133 percent among all users and 180 percent among 
the working poor! (Hal Cohen, with the Central Vermont Community 
Action Council, personal communication February 20, 2008.) 
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The economic recession is beginning to be felt in many parts of the 
United States, adding’ to the rise in requests for help from the various 
government food assistance programs (“As Jobs Vanish and Prices Rise, 
Food Stamp Use Nears Record,” New York Times, March 31, 2008). But, 
frequently people using the inadequately funded government programs 
tend to run out of food toward the end of the month, resulting in a 
huge increase in demand at food shelves and soup kitchens at that time. 
And as the need for food has increased, food donations have actually 
declined—with a large drop in federal donations (with high prices there 
are fewer “surplus” commodities from-farm programs, so $58 million in 
food was given to food shelves last year versus $242 million five years 
before). 

Supermarkets have found ways to make money from damaged or- 
dated goods they previously donated to charities. In Connecticut, there 
has been a surge in demand for food while supply is not keeping up. A 
food pantry in Stamford is supplying food to four hundred families, 
double the number of a year ago. According to the food pantry’s director, 
“I have had to turn people away....There were times I went home and 
wanted to cry” (New York Times, December 23, 2007). A professor at 
Cornell University who studies food-assistance programs in the United 
States has summarized the situation: “There is a nascent crisis 
building.... Demand for food-bank assistance is climbing rapidly when the 
resources are falling in dramatic terms because the dollars Just don’t go 
as far” (Wall Street Journal, March 20, 2008). 


The Long-Term Food Crisis 


As critical as the short-term food crisis is—demanding immediate 
world notice as well as attention within every country—the long-term, 
struetural crisis is even more important. The latter has existed for 
decades and contributes to, and is reinforced by, today’s acute food 
crisis. Indeed, it is this underlying structural crisis of agriculture and 
food in third world societies which constitutes the real reason that the 
immediate food crisis is so severe and so difficult to surmount within 
‘the system. . 

There has been a huge migration of people out of the countryside to 
the cities of the third world. They leave the countryside because they 
lack access to land. Often their land has been stolen as a result of the 
inroads of agribusiness, while they are also forced from the land by low 
prices they have historically received for their products and threats 
against campesino lives. They move to cities seeking a better life but 
what they find is a very hard existence—life in slums with extremely 
high unemployment and underemployment. Most will try to scrape by in 
the “informal” economy by buying things and then selling them in small 
quantities. Of the half of humanity that lives in cities (3 billion), some 1 
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billion, or one-third of city dwellers, live in slums. The chairman of a 
district in Lagos, Nigeria described it as follows: “We have a massive 
growth in population with a stagnant or shrinking economy. Picture this 
city ten, twenty years from now. This is not the urban poor—this is the 
new urban destitute.” A long New Yorker article on Lagos ended on a 
note of extreme pessimism: “The really disturbing thing about Lagos’ 
pickers and vendors is that their lives have essentially nothing to do 
with ours. They scavenge an existence beyond the margins of 
macroeconomics. They are, in the harsh terms of globalization, 
superfluous” (November 3, 2006). 

One of the major factors pushing this mass and continuing migration 
to the cities—in addition to being landless or forced off land—is the 
difficulty to make a living as a small farmer. This has been made 
especially difficult, as countries have implemented the “neoliberal” 
policies recommended or mandated by the IMF, the World Bank, and 
even some of the western NGOs working in the poor countries of the 
third world. The neoliberal ideology holds that the so-called free market 
should be allowed to work its magic. Through the benign sanctions of 
the “invisible hand,” it is said, the economy will function most efficiently 
and will be highly productive. But in order for the market to be “free” 
governments must stop interfering. 

With regard to agriculture, governments should stop subsidizing 
farmers to purchase fertilizers, stop being involved in the storage and 
transportation of food, and just let farmers and food alone. This approach 
also holds that governments should stop subsidizing food for poor 
people and then the newly unbridled market will take care of it all. This 
mentality was evident as the Haitian food crisis started to develop late 
in 2007. According to the Haitian Minister of Commerce and Industry, 
“We cannot intervene and fix prices because we have to comply with free 
market regulations” (Reuters, December 9, 2007). This was the same 
response that colonial Britain adopted in response to the Irish potato 
famine as well as to the famines in India in the late 1800s. But to a 
certain extent this way of thinking is now internalized in the thinking of 
many leaders in the “independent” countries of the periphery. 

This ideology, of course, has no ‘basis in reality—the so-called free 
market is not necessarily efficient at all. It is also absolutely unable to 
act as a mechanism to end poverty and hunger. We should always keep 
in mind that this ideology represents the exact opposite of what the core 
capitalist countries have historically done and what they are actually 
doing today. For example, the U.S. national government has supported 
farmers in many ways for over a century. This has occurred through 
government programs for research and extension, taking land from 
Indians and giving it to farmers of European origin, subsidizing farmers 
‘directly through a variety of programs including low-cost loans, and 
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stimulating the export of crops. It should also be noted that the United 
States, Europe, and Japan all developed their industrial economies under 
protectionist policies plus a variety of programs of direct assistance to 
industry. . 

The effects of the governments of the third world stopping their 
support of small farmers and consumers has meant that the life for the 
poor in those countries has become more difficult. As an independent 
report commissioned by World Bank put it: “In most reforming 
countries, the private sector did not step in to fill the vacuum when the 
public sector withdrew” -(New York Times, October 15, 2007). For 
example, many African governments under pressure from the neoliberal 
economic policies promoted by the World Bank, the IMF, and the rich 
countries of the center of the systém stopped subsidizing the use of 
fertilizers on crops. Although it is true that imported fertilizers are very 
expensive, African soils are generally of very low fertility and crop yields 
are low when you use neither synthetic nor organic fertilizers. As yields 
fell after governments were no longer assisting the purchase of fertilizers 
and. helping in other ways, more farmers found that they could not 
survive. and migrated to the city slums. Jeffrey Sachs—a partially 
recovered free-trade shock doctor—has had some second thoughts. 
According to Sachs, “The whole thing was based on the idea that if you 
take away the government for the poorest of the poor that somehow ' 
these markets will solve the problems....But markets can’t step in and 
wort step in when people have nothing. And if you take away help, you 
leave them to die” (New York Times, October 15, 2007). 

Last year one country in Africa, Malawi, decided to reverse course 
and go against all the recommendations they had received. The 
government reintroduced subsidies for fertilizers and seeds. Farmers 
used more fertilizers, the yields increased, and the country’s food 
situation improved greatly (New York Times, December 2, 2007). In fact, 
they were able to export some food to Zimbabwe—although there are 
those in Malawi, who consider that to have lowered their own supplies 
too far. 

Another problem occurs as capitalist farmers in some of the, poor 
countries of the periphery enter into world markets. While subsistence 
farmers usually sell only a small portion of their crops, using most for 
family consumption, capitalist farmers are those that market all or a 
large portion of what they produce. They frequently expand production 
and take over the land of small farmers, with or without compensation, 
and use fewer people than previously to work a given piece of land 
because of mechanized production techniques. In Brazil, the “Soybean 


a King” controls well over a quarter of a million acres (100,000 hectares) 


and uses huge tractors and harvesting equipment for working the land. 
In China corrupt village and city officials frequently sell “common land” 
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to developers without adequate compensation to the farmers—sometimes 
there is no compensation at all. 

Thus, the harsh conditions for farmers caused by a number of factors, 
made worse by the implementing of free-market ideology, have created a 
continuing stream of people leaving the countryside and going to live in 
cities that do not have jobs for them. And those now living in slums and 
without access to land to grow their own food are at the mercy of the 
world price for food. 

' One of the reasons for the growing consolidation of land holdings 
and forcing out of subsistence farmers is the penetration of multinational 
agricultural corporations into the countries of the periphery. From selling 
seeds, fertilizers, and pesticides to processing raw agricultural products 
to exporting or selling them through new, large supermarkets, 
agribusiness multinationals are having a devastating effect on small 
farmers. With the collapse of extension systems for helping farmers save 
seeds and with the disbanding of government seed companies the way 
was paved for multinational seed companies to make major inroads. 

The giant transnational corporations such as Cargill and Monsanto 
now reach into most of the third world—selling seeds, fertilizers, 
pesticides, and feeds while buying and processing raw agricultural 
products. In the process they assist larger farms to become “more 
efficient”—to grow over larger land areas. The main advantage of 
genetically modified organism (GMO) seeds is that they help to simplify 
the process of farming and allow large acreages to be under the 
management of a single entity—a large farmer or corporation—squeezing 
out small farmers. 

The negative effects of the penetration of large supermarket chains are 
being felt as well. As a 2004 headline in the New York Times put it 
“Supermarket Giants Crush Central American Farmers” (December 28, 
2004). Large supermarkets would rather deal with a few farmers growing 
on a large scale than with many small farmers. And the opening of large 


supermarkets does away with the traditional markets used by small 
farmers. 


The Prolonged Crisis Is Intensifying 


It seems logical that with higher food prices, farmers should be 
better off and produce more to satisfy the “demand” indicated by the 
market. To a certain extent that is true—especially for farmers that car 
take advantage of all the physical and monetary advantages of large-scale 
production. Yet, the input costs for just about everything used ir 
agricultural production have also increased, thus profit gains for farmer: 
are not as large as might be expected. This is a particularly difficul: 
problem for farmers raising animals fed on increasingly expensive grains. 

In addition, things are not necessarily going well for small anc 
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ubsistence farmers. Many are stuck in debt so deep that it’s hard for 
hem to get back on their feet. An estimated 25,000 Indian farmers 
‘committed suicide last year because they could see no other way out of 
heir predicament. (The Indian government has proposed a budget that 
ncludes loan wavers for small farmers that have borrowed through banks. 
lowever, if it actually goes into effect, the millions that have borrowed 
rom local usurers will not benefit.) The consolidation of land holdings 
ind the removal of small farmers and landless workers from the land has 
een exacerbated by the oe crop price increases over the last 
ew years. 

Rising crop prices cause the price 7 farmland to increase—especially 
f large fields that can be worked by large-scale machinery. This is 
1appening in the United States and.in certain countries of the periphery. 
‘or example, Global Ag Investments, a company based in Texas, owns 
ind operates 34,000 acres of Brazilian farmland. At one of its farms, a 
ingle field of soybeans covers 1,600 acres—that’s two and a half square 
niles! A New Zealand company has purchased approximately 100,000 
acres in Uruguay and has hired managers to operate dairy farms 
‘stablished on their land. | 

Private equity firms are purchasing farmland in the United States 
Associated Press, May 7, 2007) as well as abroad. A U.S. company is 
‘ooperating with Brazilian and Japanese partners to purchase 385 square 
niles.in Brazil, approximately a quarter of a million acres! This is also 
1appening with South American capital taking the lead—a Brazilian 
nvestment fund, Investimento em Participacoe, is buying a minority stake 
n a an Argentine soybean producer that owns close to 400,000 acres in 
Jruguay and Argentina. 

Rising crop prices have also led to an acceleration of deforestation in 
he Amazon basin—1,250 square miles (about the size of Rhode Island) 
n the last five months of 2007—as capitalist farmers hunger for more 
and (BBC, January 24, 2008). In addition, huge areas of farmland have 
een taken for development—some of dubious use, such as building 
iuburban style housing and golf courses for the wealthy. 

In China during 2000 to 2005, there was an average annual loss of 2.6 
nillion acres as farmland is used for development. The country is fast 
«pproaching the self-defined minimum amount of arable farmland that it 
‘hould have—approximately 290 million acres (120 million hectares)— 
and the amount of farmland will most likely continue to fall. As part of 
an effort to gain access to foreign agricultural production, a Chinese 
‘ompany has made an agreement to lease close to 2.5 million acres of 
and in the Philippines to grow rice, corn, and sugar—setting off a huge 
rotest in the Philippines that has temporarily stalled the project 
Bloomberg, February 21, 2008). As one farmer put it: “The [Philippine] 
sovernment and the Chinese call it a partnership, but it only means the 
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Chinese will be our landlords and we will be the slaves.” 


Ending World Hunger 


Ending world hunger is conceptually quite simple. However, actually 
putting it into practice is far from simple. First, the access to a healthy 
and varied diet needs to be recognized for the basic human right that it 
clearly is. Governments must commit to ending hunger among their 
people and they must take forceful action to carry out this commitment. 
In many countries, even at this time, there is sufficient food produced to 
feed the entire population at a high level of nutrition. This is, of course, 
most evident in the United States, where so much food is produced. It 
is nothing less than a crime that so many of the poor in the United 
States are hungry, malnourished, or don’t know where their next meal 
will come from (which itself takes a psychological toll) when there is 
actually plenty of food. 

In the short run, the emergency situation of increasingly severe hunger 
and malnutrition needs be addressed with all resources at a country’s 
disposal. Although mass bulk distribution of grains or powdered milk 
can play a role, countries might consider the Venezuelan innovation of 
setting up feeding houses in all poor neighborhoods. When the people 
believe that the government is really trying to help them, and they are 
empowered to find or assist in a solution to their own problems, a burst 
of enthusiasm and volunteerism results. For example, although the food 
in Venezuela’s feeding program is supplied by the government, the meals 
for poor children, the elderly, and the infirm are prepared in, and 
distributed from, peoples’ homes using considerable amounts of 
volunteer labor. In addition, Venezuela has developed a network of stores 
that sell basic foodstuffs at significant discounts over prices charged in 
private markets. 

Brazil started a program in 2003 that is aimed at alleviating the 
conditions of the poorest people. Approximately one-quarter of Brazil’s 
population receive direct payments from the national government under 
the Bolsa Familia (Family Fund) antipoverty program. Under this program 
a family with a per capita daily income below approximately $2 per 
person per day receives a benefit of up to $53 per month per person (The 
Economist, February 7, 2008). This infusion of cash is dependent on the 
family’s childrén attending school and participating in the national 
vaccination program. This program is certainly having a positive effect on 
peoples’ lives and nutrition. It is, however, a system that does not have 
the same effect as Venezuela’s programs, which mobilize people to work 
together for their own and their community’s benefit. 

Urban gardens have been used successfully in Cuba as well as other 
countries to supply city dwellers with food as well as sources of income. 
These should be strongly promoted—with creative use of available space 
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in urban settings. 

Agriculture must become one of the top priorities for the third world. 
Even the World Bank is beginning to stress the importance of 
governments assisting agriculture in their countries. As Dr. Ngozi 
Okonjo-Iweala, managing director of the World Bank, has stated, 


Today the attention of the world’s policy makers is focused on the 
sub-prime woes, and the financial crises.‘But the real crisis is that 
of hunger and malnutrition...this is the real problem that should 
grab the world’s attention. We know that 75 percent of the world’s 
poor people are rural‘and most of them depend on agriculture for 
their livelihoods. Agriculture is today, more than ever, a 

` fundamental instrument for fighting hunger, malnutrition, and for 
supporting sustainable development and. poverty reduction. (All- 
Africa Global Media, February 19, 2008) 


Almost every country in the world has the soil, water, and climate 
resources to grow enough food so that all their people can eat a healthy 
diet. In addition, the knowledge and crop varieties already exist in most 
countries so that if farmers are given adequate assistance they will be 
able to grow reasonably high yields of crops. 

Although enhanced agricultural production is essential, much of the 
emphasis in the past has been on production of export crops. While this 
may help a country’s balance of payments, export oriented agriculture 
does not ensure sufficient food for everyone nor does it promote a 
healthy rural environment. In addition to basic commodities such as 
soybeans, export-oriented agriculture also leads naturally to the 
production of high-value luxury crops demanded by export markets 
(luxuries from the standpoint of the basic food needs of a poor third 
world country), rather than the low-value subsistence crops needed to 
meet the needs of the domestic population. Production of sufficient 

s, amounts of the right kinds of food within each country’s borders—by 
small farmers working in cooperatives or on their own and using 
sustainable techniques—is the best way to achieve the goal of “food 
security.” In this way the population may be insulated, at least partially, 
from the price fluctuations on the world market. This, of course, also 
means not taking land out of food production to produce crops for the 
biofuel markets. : 

One of the ways to do this and at the same time help with the 
problem of so many people crowded into urban slums—the people most 
susceptible to food price increases—is to provide land through 
meaningful agrarian reforms. But land itself is not enough. Beginning or 

„returning farmers need technical and financial support in order to 
produce food. Additionally, social support systems, such as cooperatives 
and community councils, need to be developed to help promote 
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camaraderie and to solidify the new communities that are developed. 
Perhaps each community needs to be “seeded” with a sprinkling of 
devoted activists. Also, housing, electricity, water, and wastewater need 
to be available to make it attractive for people living in the cities to 
move to the countryside. Another way to encourage people to move to 
the country to become farmers is to appeal to patriotism and instill the 
idea that they are real pioneers, establishing a new food system to help 
their countries gain food self-sufficiency, i.e., independence from 
transnational agribusiness corporations and provision of healthy food for 
all the nation’s people. These pioneering farmers need to be viewed by 
themselves, the rest of the society, and their government as critical to 
the future of their countries and the well-being of the population. They 
must be treated with the great respect that they deserve. 


Conclusion 


Food is a human right and governments have a responsibility to see 
that their people are well fed. In addition, there are known ways to end 
hunger—including emergency measures to combat the current critical 
situation, urban gardens, agrarian reforms that include a whole support 
system for farmers, and sustainable agriculture techniques that enhance 
the environment. The present availability of food to people reflects very 
unequal economic and political power relationships within and between 
countries. A sustainable and secure food system requires a different and 
much more equitable relationship among people. The more the poor and 
farmers themselves are included in all aspects of the effort to gain food 
security, and the more they are energized in the process, the greater will 
be the chance of attaining lasting food security. As President Hugo 
Chavez of Venezuela, a country that has done so much to deal with 
poverty and hunger, has put it, 


Yes, it is important to end poverty, to end misery, but the most 
important thing is to offer power to the poor so that they can 
fight for themselves. 
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United States of Insecurity 
NOAM CHOMSKY interviewed by GABRIEL MATTHEW SCHIVONE — 


A State of Insecurity in the Post-9/11 World 


Gabriel Matthew Schivone: In a recent interview, Abdel Bari Atwan, 
author and editor of the London-based Arabic daily newspaper Al-Quds 
Al Arabi, said that President Bush is not ending terrorism nor is he 
weakening it, as he claims in one of his strongest assertions with regard 
to his so-called “War on Terror.” Rather al-Qaeda now has powerfully 
developed into more of an ideology than an organization. As Atwan 
describes it, al-Qaeda is expanding like Kentucky Fried Chicken, opening 
franchises all over the world. “That’s the problem,” he says. “The 
Americans are no safer. Their country is a fortress now, the United 
States of Security.” Is this accurate? 


Noam Chomsky: Except for the last sentence, it’s accurate. There’s 
good reason to think that the United States is very vulnerable to 
terrorist attacks. That’s not my opinion, that’s the opinion of U.S. 
intelligence, of specialists of nuclear terror like Harvard professor Graham 
Allison, and former defense secretary Robert McNamara and others, who 
have warned that the probability of even a nuclear attack in the United 
States is not trivial. So, it’s not a fortress. 

One of the things that Bush hasn’t been doing is improving security. 
So, for example, if you look at the government commission after 9/11, 
one of its recommendations—which is a natural one—is to improve 
security of the U.S.-Canadian border. I mean, if you look at that border, 
it’s very porous. You or I could walk across it somewhere with a suitcase 
holding components of a nuclear bomb. The Bush administration did not 
follow that recommendation. What it did instead was fortify the Mexican 


Noam Chomsky is an Institute Professor of Linguistics at the Massachusetts 
Institute of Technology. His most recent books are Interventions (City Lights, 2007), 
Failed States (Metropolitan Books, 2007), and Inside Lebanon: Journey to a Shattered 
Land with Noam and Carol Chomsky (Monthly Review Press, 2007). Gabriel Matthew 
Schivone is an editor of Days Beyond Recall: Alternative Media and Literary Journal 
and winner of the 2007 Frederica Hearst Prize for Lyrical Poetry. This article is 
based on an interview conducted by telephone and e-mail November 27, 2007- 
February 11, 2008. The interviewer thanks Mary Elizabeth Barnes for help with 
editing and transcribing this interview. 
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border, which was not regarded as a serious source of potential 
terrorism. They in fact slowed the rate of growth of border guards on 
the Canadian border. 

But quite apart from that, the major part of Atwan’s comment is quite 
correct. Bush administration programs have not been designed to reduce 
terror. In fact, they've been designed in a way—as was anticipated by 
intelligence analysts and others—to increase terror. 

So take, say, the invasion of Iraq. It was expected that it would 
probably have the effect of increasing terror—and it did, though far more 
than was anticipated. There was a recent study by two leading terrorism 
experts (using RAND Corporation government data) which concluded 
that what they called the “Iraq effect”—-medning, the effect of the Iraq 
invasion .on incidents of terror in the world—was huge. In fact, they 
found that terror increased about seven-fold after the invasion of Iraq. 
That’s quite an increase—a lot more than was anticipated. 

Also, the invasion increased the threat of nuclear proliferation—for a 
very good reason. One of Israel’s leading historians, Martin van Creveld, 
discussing the possibility of Iran developing a bomb, pointed out the 
obvious. He said that, after the invasion of Iraq, if Iran isn’t developing a 
nuclear deterrent, “theyre crazy” (that’s his word, “crazy”). Why? 
Because the United States made it explicit that it is willing to invade 
any country it likes, as long as that country can’t defend itself. It was 
known that Iraq was basically defenseless. Well, that sends a message to 
the world. It says, “If you don’t obey what the U.S. demands, they can 
invade you, so you better develop a deterrent.” 

Nobody’s going to compete with the United States in a military 
capacity. I mean, the U.S. spends as much on the military as the rest of 
the world combined, and it’s far more sophisticated and advanced. So, 
what they’ll do is turn to weapons of the weak. And weapons of the 
weak are basically two: terror and nuclear weapons. 

So, sure, the invasion of Iraq predictably increased the threat of terror 
and of proliferation, and the same is true of other actions. And we can 
continue. One of the major parts of the so-called war on terror is an 
effort to carry out surveillance and control of financial interactions which 
enter into terrorist activities. Well, yeah, that’s been going on. But 
according to the Treasury Bureau [Office of Foreign Assets Control] that’s 
been responsible for it, they’re spending far more time and energy on 
possible violations on the U.S. embargo on Cuba than they are on al- 
Qaeda transactions. 


GMS: Why would elites be making the United States, as you say, 
more vulnerable to attacks in the future? It doesn’t seem reasonable, 
logically speaking, as educated, sensible, intelligent people, that they'd 
endanger themselves personally and endanger their families, in the short 


16 ANALYTICAL MONTHLY REVIEW / MAY 2008 


-A 


UNITED STATES OF INSECURITY 


or long term, by raising the threat of terror to manifold levels now. 
Terror would surely threaten them personally, especially with regard to 
more attacks being committed inside the United States and throughout 
the world. I mean, isn’t there something peculiar in this sort of behavior? 


NC: I think there’s something pathological about it but its not 
peculiar. I mean, if you look at it within the framework of elite 
perceptions, it has a kind of rationality. Short-term considerations of 
profit and power quite often tend to overwhelm longer-term 
considerations of security and welfare, even for your-own children. 

I mean, take environmental concerns. Take, say, lead. It was known in 
the early 1920s by the huge corporations that were producing lead-based 
products that lead was poisonous. They knew it. We now know—there’s 
been extensive discussion and revelations—and they knew it right away. 
But they concealed it. And they paid huge amounts of money and effort 
and legal maneuvers and lobbying and so on to prevent any constraints 
on it. Well, you know, those windowsills poisoned with lead paint are 
going to harm their own children, but the interests of profit 
overwhelmed it. And that’s standard. 

And take, say, tobacco. Its been known for decades, from the very 
beginning, that its a very poisonous product. That didn’t stop the 
tobacco producers from trying to get everyone possible to smoke. Make 
women smoke, children and others—even their own. -These are 
conflicting demands of profit and power on the one hand, and of care 
about even your own family on the other hand. And very commonly 
profit and power win out. I think its pathological. But its not a 
pathology of individuals, it’s a pathology of social institutions. 


GMS: When you say the common loyalty to power and profit among 
elites superseding any care of other human beings is a “pathology of 
social institutions” and not individuals, are you referring to certain 
values of American society? 


NC: It is not specific to American society. These are institutional 
properties of semi-competitive state capitalist societies. 

Suppose, for example, that there are three U.S.-based conglomerates 
that produce automobiles: GM, Ford, Chrysler (no longer). They were 
able to gain their status through substantial reliance on a powerful state, 
and they were able to survive the 1980s only because the president, 
Ronald Reagan, was the most protectionist in postwar history, virtually 
doubling protective barriers to save these and other corporations from 
being taken over by more advanced Japanese industry. But they (more or 
less) survive. l 

Suppose that GM invests in technology that will produce better, safer, 
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more efficient cars in twenty years, but Ford and Chrysler invest.in cars 
that will sell tomorrow. Then GM will not be here in twenty years to 
profit from its investment. The logic is not inexorable, but it yields very 
significant anti-social tendencies. 


The Predatory Reach of Private Power 


% GMS: In the so-called reconstruction in the wake of Hurricane Katrina 
in 2004, one of the policy-initiatives championed by the Bush 
administration right up to the present was the dismantling of the New 
Orleans public school system. The New York Times reported that, of 
those who could return, children and families were coming back to a 
“much different? New Orleans with “a smaller [educational] system 
dominated by new charter schools,” along with the termination of nearly 
seven thousand public school employees. What are the implications of 
private control of public resources, such as education, in this instance, 
or health care, telecommunications, Social Security, etc.? 


NC: Well, there are actually two components to that, both of them 
leading themes of the Bush administration’s domestic policies, and of 
reactionary policies generally. One of them is, to put it simply, to put as 
many dollars as you can in the pockets of your rich friends: that is, to 
increase profits for the wealthy—to increase the wealth and power of 
concentrated, private capital. That’s one driving force in the 
administration’s policy. The other is to break down the social bonds that 
lead to people having sympathy and supportive feelings about one 
another. That contributes to transferring profit and decision making into 
the hands of concentrated private power. A component of that is to 
alent the normal senna eany and solidarity—that people 

ave 

Take Social Security. Social ‘security is based on a bond among 
people. If you earn a salary today—somebody your age—[young people of 
twenty or so] you’re paying for the welfare and survival of your parents’ 
generation. Well, okay, that’s a natural feeling. If you want to increase 
the control of concentrated private power you have to drive that out of 
people’s heads. You have to create the kind of people that Ayn Rand is 
talking about, where youre after your own welfare and you don’t care 
what happens to anyone else. You have to think, “Why do I have to care 
about that disabled woman across town who doesn’t have enough food 
to eat? I didn’t do it to her. That’s her problem. She and her husband 
didn’t invest properly; she didn’t work hard enough, so what do I care if 
she starves to death?” Well, you have to turn people into pathological 
monsters who think that way, if you want to ensure that unaccountable, 
concentrated, private power will dominate the world and enrich itself. 
So, these- things go together. 
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I don’t happen to have children in the local school—I did, but my 
kids are all grown up. So, if I were-to follow this line of reasoning, 1 
would say, “Well, why should I pay taxes? My kids don’t go to school; 
Pm not getting anything out of it. What do I care if the kid across the 
street doesn’t go to school?” You can turn people into pathological 
monsters who think like that. And eliminating the public school system 
is one part of it.'.. 

The public school system is a sign of solidarity, sympathy, and 
concern of people in general—even if it doesn’t benefit me, myself. 
There’s a pathological brand: of what’s called libertarianism which wants 
to eliminate that and turn you into a monster who cares only about 
yourself. And that’s one aspect of undermining democracy, and 
undermining the attitudes that underlie democracy, namely, that there 
should be a concern for others and a communal way of reacting to 
community concerns. 


GMS: Well, let’s consider the elimination of the public school system 
altogether. Would that imply something like what we see in countries in 
the third world, where those who can afford to send their children to 
school do, and much of the remaining population simply does not have 
an education? Is this a direction private power might be moving toward 
in this country? i 


NC: There are significant forces driving the country in that direction, 
quite apart from Bush-style reactionaries seeking to enrich the powerful 
and letting the rest fend somehow for themselves. 

Take the reliance for school funding on property taxes. In earlier 
years, when communities were not so sharply separated between rich and 
poor, that may have been more or less acceptable. Today it means that 
the wealthy suburbs have better schools than impoverished urban or rural 
areas. That’s only the bare beginning. Suburban elites who work 
downtown do not have to pay the taxes to keep the city viable for them; 
that burden falls disproportionately on the poor. Studies of public 
transportation have shown that the poorer subsidize the richer and more 
privileged. And these measures proliferate in numerous ways. 


The Iraq War: Responsibility and Resistance 


GMS: Everywhere from high school and college campuses to bus 
stops and dinner tables, we hear a lot about what a “quagmire” and 
“costly mess” Iraq has become for the United States. It is now being 
blamed as a Republican war, deplorable for how the Bush administration 
handled the occupation. We hear: “It should’ve been done this or that 
` way.” “Now that we’re there we can’t leave; it’s our responsibility to fix 
the problem we made because it’ll only get worse if we leave.” “Those 
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people if left alone wil] kill each other.” And so on. What do you say to 
these arguments that seem to interweave with each other? And what 
would you suggest in terms of what some might call an “honorable 
solution”? International measures, immediate withdrawal—both? 


NC: The position of the liberal doves during the Vietnam War was 
articulated lucidly by historian and Kennedy advisor Arthur Schlesinger, 
when the war was becoming too costly for the U.S. and they began their 
shift from hawk to dove. He wrote that “we all pray” that the hawks 
will be right in believing that the surge of the day will work, and if they 
are, we “may be saluting the wisdom and statesmanship of the American 
government” in gaining victory in a land that they have left in “wreck 
and ruin.” But it probably won’t work, so strategy should be rethought. 
The principles, and the reasoning, carry over with little change to the 
Iraq invasion. 

There is no “honorable solution” to a war of aggression—the “supreme 
international crime” that differs from other war crimes in that it 
encompasses all the evil that follows, in the wording of the Nuremberg 
Tribunal, which condemned Nazi war criminals to death for such crimes 
as “pre-emptive war.” We can only seek the least awful solution. In 
doing so, we should bear in mind some fundamental principles, among 
them, that aggressors have no rights, only responsibilities. 

The responsibilities are to pay enormous reparations for the harm 
they have caused, to hold the criminals responsible accountable, and to 
pay close attention to the wishes of the victims. In this case, we know 
their wishes quite well. Poll after poll has yielded results similar to 
those reported by the military in December, after a study of focus groups 
around the country. They report that Iraqis from all over the country and 
all walks of life have “shared beliefs,” which they enumerated: The 
American invasion is to blame for the sectarian violence and other 
horrors, and the a should withdraw, leaving Iraq—or what’s left 
of it—to Iraqis. 

It tells us a lot about our own moral and intellectual culture that the 
voice of Iraqis, though known, is not’even considered in the thoughtful 
and comprehensive articles in the media reviewing the options available 


to Washington. And that there is no comment on this rather striking 
fact, considered quite natural. 


GMS: Is there anyone saying the war was fundamentally wrong? 


NC: In the case of Vietnam, years after Kennedy’s invasion, liberal 
doves began to say that the war began with “blundering efforts to do 
good,” but by 1969 it was clear that it was a mistake that was too costly 
to us (Anthony Lewis, at the critical extreme, in the New York Times). 
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In the same year, 70 percent of the public regarded the war as not “a 
mistake” but “fundamentally wrong and immoral.” That gap between 
public and elite educated opinion persists until the most recent polls, a 
few years ago. 

In the media and journals, it is very hard to find any voice that 
criticizes the invasion or Iraq on principled grounds, though there are 
some. Arthur Schlesinger, for example, took a very different position 
than he did on Vietnam. When the bombs started falling on Baghdad he 
quoted President Roosevelt’s condemnation of the Japanese attack on 
Pearl Harbor as “a date which-will live in infamy.” Now, Schlesinger 
wrote, it is Americans who live in infamy as their government follows 
the path of fascist Japan. But that was a lone voice among elites. 

Dissidents, of course, describe “the supreme international crime” as 
fundamentally wrong. I haven’t seen polls about public attitudes on this 
question. | 


GMS: What determines when people decide to undertake more 
serious or severe resistance efforts after the “the limits of possible 
protest” are reached? In a letter to George Steiner in the New York 
Review of Books, in 1967, you gave the example of what this might look 
like, referring back sixty years ago to the Spanish Civil War, when 
people found it quite necessary to join international brigades to fight 
against the army of their own country. Or, applied to Vietnam, that the 
possible actions one might undertake in such circumstances could 
include traveling to Hanoi as a hostage against further bombing. That’s 
pretty far-reaching, relatively speaking, to what we see in current 
resistance efforts against the war. What’s your feeling about the 
possibilities for such methods today in relation to the Iraq war, border 
action, or other criminal policy in the Middle East and elsewhere? Do 
situations have to get worse before people or individuals might deem 
this sort of action necessary? 


NC: In the case of Vietnam, serious resistance began several years 
after Kennedy’s invasion of South Vietnam. I was one of a few people 
trying to organize national tax resistance in early 1965, at a time when 
South Vietnam, always the main target, was being crushed by intensive 
bombing and other crimes. By 1966-67, refusal to serve in the invading 
army was beginning to become a significant phenomenon, along with 
support for resistance by organized groups, primarily RESIST, formed in 
1967 (and still functioning). By then the war had passed far beyond the 
invasion of Iraq in destructiveness and violence. .In fact, at any 
“ comparable stage, protest against the Iraq invasion considerably exceeds 
anything during the Indochina wars. 

As for living with the victims to help them or provide them some 
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measure of protection, that is a phenomenon of the 1980s-——for the first 
time in imperial history, to my knowledge, in reaction to Reagan’s 
terrorist wars that devastated Central America, one of his many 
horrendous crimes. The solidarity movements that took shape then have 
now extended worldwide, though only in limited ways to Iraq, because 
the catastrophe created by Cheney-Rumsfeld-Wolfowitz and the rest is 
so extraordinary that it is almost impossible to survive in the wreckage— 
the main reason why reporting is so skimpy; it is simply too dangerous, 
unlike earlier wars of imperial aggression. | 


A Question of Neutrality in the Schools 


GMS: Let’s talk about the role of intellectuals in all of this. Here’s a 
question that might be relevant for students to hear especially: You’ve 
suggested that the major inducements to becoming absorbed into the 
ideology of the overall scholarship in this country, largely subservient to 
power interests, are the significant rewards in prestige and affluence, as 
well as access to power and authority. So, what are some of the things 
youve observed in your own time in the academy as a source of this 
process in American education? 


NC: Educational institutions like universities don’t exist in a social 
vacuum; they rely for their existence on the external resources of the 
society. They rely on the state and contributions from, basically, the 
wealthy. And the state and the wealthy sectors are very closely linked. 
So, the universities are in a certain social system in which they reflect a 
certain distribution of power. They’re embedded in it. And that means 
the struggle for university independence—or independence of thought, 
and willingness to challenge—is a hard struggle. Yowre struggling 
against social conditions that militate against it. 

And it’s true, what you said is correct, there are rewards and 
privileges that come along with conformity, but there’s more to say. 
There are also punishments and abuse, loss of jobs, and so on, that 
come from challenging systems of power. Both factors operate. So, yes, 
there’s a constant struggle to try and maintain university independence, 
and it’s a hard one. : 

Sometimes it’s argued that the universities should just be neutral, 
that they shouldn’t take positions on anything. Well, there’s merit in 
that, I would like to see that in some abstract universe; but in this 
universe what that position entails is conformity to the distribution of 
external power. 

So let me take a concrete case, aspects of which are still very much 
alive on my own campus. Let’s take some distance so we can see things 
more clearly. Back in the 1960s, in my university, MIT, the political 
science department was carrying out studies with students and faculty 
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on counterinsurgency in Vietnam. Okay, that reflected the distribution of 
power in the outside society. The U.S. is involved in counterinsurgency 
in Vietnam: it’s our patriotic duty to help. A free and independent 
university would have been carrying out studies on how poor peasants 
can resist the attack of a predatory superpower. Can you imagine how 
much support that would have gotten on campus? Well, okay, that’s what 
neutrality turns into when it’s carried out—when the ideal, which is a 
good ideal, is pursued unthinkingly. It ends up being conformity to 
power. 

Let’s take a current case. Right now there’s a lot of concern about 
nuclear weapons in Iran. Well, again, take my own campus, MIT. In the 
1970s, Iran was under the rule of a brutal tyrant who the United States 
and Britain had imposed by force in a military coup overthrowing the 
democratic government. So Iran was therefore an ally. Well, in the 
government, people like Henry Kissenger, Dick Cheney, Donald Rumsfeld, 
Paul Wolfowitz, and others, were calling for Iran to develop nuclear 
capacities and nuclear power and so on, which means a step short of 
nuclear weapons. And my own university, MIT, made an arrangement 
with the Shah of Iran, the dictator, to train Iranian nuclear engineers. It 
was the 1970s. There was enormous student protest about that. But very 
little faculty protest; in fact, the faculty approved it. And it was 
instituted. In fact, some’ of the people now running the Iranian nuclear 
programs are graduates of MIT. Well, is the university neutral in those 
respects? No, not really; it’s conforming to power interests. In this case, 
to go back to an earlier part of our conversation, they did conform to. 
short-term commitments to power and profit but with long-term 
consequences that were quite harmful to the very same people who 
instituted them. 

Henry Kissinger, who at least has the virtue of honesty, was asked by 
the Washington Post why he is now objecting to the same Iranian 
programs that he was instrumental in instituting when he was in office 
back in the 1970s. And he said, frankly, well, they were an ally then. 
They needed nuclear power. And now they are an enemy so: they don’t 
need nuclear power. 

Okay, he’s a complete cynic, but he’s an honest one, fortunately. But 
should universities take that position? 


By Steady Drips of Water: Activism and Social Change 


GMS: For the last question Pd like to talk a little about providing 
alternatives, for people trying to figure out things, searching for answers, 
seeing through propaganda, developing solidarity, initiating movements. 
Here’s a good quote I came across that might be a good starting point, 
from the notable novelist E. M. Forester, writing at the beginning stages 
of. the Second World War, in 1939, in his essay “What I Believe”: “I do 
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not believe’ in Belief. But this is an age of faith, and there are so many 
militant creeds that, in self-defense, one has to formulate a creed of 
one’s own. Tolerance, good temper and sympathy...in a world which is 
rent by religious and racial persecution, in a world where ignorance 
rules, and science, who ought to have ruled, plays the subservient pimp.” 
He repeats: “Tolerance, good temper and sympathy—they are what matter 
really, and if the human race is not to collapse they must come to the 
front before long.” 

What are some of the things he’s getting at here that we can discuss 
in terms of alternatives for the future, and social organization? 


NC: I’m often asked questions like that, in maybe a dozen e-mails a 
night or in talks and so on, and Pm always at a loss to answer. Not 
because I can’t think of an answer, but because 1 think we all know the 
answer. There aren’t any magic keys here; there are no mysterious ways 
of approaching things. What it takes is just what has led to progress 
and success in the past. We live in a much more civilized world than we 
did even when Forster was writing, in many respects. 

Say, women’s rights, or opposition to torture—or even opposition to 
aggression--environmental concerns, recognition of some of the crimes 
of our own history, like what happened to the indigenous population. We 
can go on and on. There’s been much improvement in those areas. How? 
Well, because people like those working in alternative media, or those 
we never hear about who are doing social organizing, community 
building, political action, etc., engage themselves in trying to do 
something about it. 

And the modes of engagement are not mysterious. You have to try 
and develop a critical, open mind, and you have to be willing to evaluate 
and challenge conventional beliefs—accept them if they turn out to be 
valid but reject them if, as is so often the case, they turn out to just 
reflect power structures. And then you proceed with educational and 
organizing activities, actions as appropriate to circumstances. There is no 
simple formula; rather, lots of options. And gradually over time, things 
improve. I mean, even the hardest rock will be eroded by steady drips of 
water. That’s what social change comes to and there are no mysterious 
modes of proceeding. They’re hard ones, demanding ones, challenging, 
often costly. But that’s what it takes to get a better world. 
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As the United States braces itself for the onset of a recession, much 
of the blame for the current downturn is being attributed to the recent 
subprime mortgage crisis. While boom and bust cycles in real estate 
markets are nothing new, what distinguishes the current crisis is that 
the massive run-up in home prices was driven by the proliferation of new 
forms of securitized finance that permitted massive sums of loan capital 
to be pumped into the property markets. Only a few years prior these 
exotic financial products were being touted for their ability to hedge risk 
and achieve a more efficient allocation of credit. Buoyed by an exuberant 
sense that the wizards of Wall Street had so thoroughly transformed the 
nature of risk that the rules of the game had been fundamentally altered, 
investor demand for these securities exploded, and the underwriting and 
trading of these new forms of engineered debt underwent an 
extraordinary period of growth. 

This system of securitized finance is now being put to a test. As the 
housing bubble turns to bust, serious concerns have emerged about the 
financial condition of the U.S. household sector that has been the main 
driver of economic growth for over a decade. The sheer extent of the 
built-up debt within the household and financial sectors and the degree 
to which credit creation has become “decoupled” from the financing of 
productive accumulation raises a series of troubling yet pertinent 
questions. How did this crisis come about, and what are its longer-term 
implications? Are limits being reached in the ability of speculative credit 
creation to boost asset prices and sustain a debt-ridden and debt- 
dependent form of accumulation? Or is this a mere bump in the nad 
prior to the resumption of a new wave of credit-fueled growth? 


Role of the Banks in the Current Crisis 


To understand the nature of the current crisis, it is necessary first to 
consider how recent financial innovations have transformed the process 
through which banks supply credit. Money—universally accepted means 
of payment for the settlement of financial obligations—is created when 
banks issue loans and is destroyed when borrowers repay their debts. In 
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issuing a new loan, a bank simultaneously creates a yield-bearing asset— 
a loan held in its own portfolio—and a liability on its own account in 
the form of a demand deposit that obligates the bank to honor 
borrowers’ demand for funds. The borrower, which may be a household 
applying for a mortgage loan or a hedge fund seeking a line of credit, 
issues an IOU that commits the borrower to repay the principal with 
interest. In deciding whether to issue this credit, banks typically perform 
some assessment of the borrower’s creditworthiness based on criteria 
such as the value of the borrower’s collateral, net worth, existing debt- 
to-equity ratio, cash flow available to pay off the debt, -past credit 
history, and the bank’s expectations regarding future market conditions 
that impact the borrower’s ability to earn sufficient income to make all 
contracted debt payments. If the entity issuing the IOU is a large 
corporation or another major financial institution, banks will meet 
borrowers’ requests for funds more or less on demand in the form of 
overdraft accounts or open-ended lines of credit. 

- In the “old” system of bank-based financial intermediation, banks 
issued credits that created both a liability on their own accounts—a 
demand deposit drawn on by the borrower—and an illiquid interest- 
bearing asset held in the bank’s own portfolio. Profits came from the 
spread between the interest rate charged on loans and the rate banks 
paid on deposits through which banks “purchased” ‘funds from 
households—for example, checking accounts, savings accounts, and other 
checkable deposits. In the “new” world of twenty-first century finance, 
banks issue loans and then typically sell these assets into the secondary 
loan market where they are aggregated into large pools and used to 
create new classes of yield-bearing financial assets. “Securitization” refers 
to this process of transforming formerly illiquid loans held in the banks’ 
own portfolios into marketable (negotiable) assets traded on secondary 
bond markets. 

The process begins when a mortgage originator issues a new loan to a 
household used to finance the acquisition of the home. Rather than 
holding the loan in its own portfolio, the originator—either a private 
mortgage company or a major bank or thrift—typically sells the loan to 
either a government-sponsored entity (GSE) such as Fannie Mae, Freddie 
Mac, or the government-insured Ginnie Mae (if the loans conform to 
Federal Housing Administration and Department of Veterans Affairs 
underwriting standards), or to Wall Street investment banks (Goldman 
Sachs, Citibank, Merrill Lynch, etc.). Buyers of these loans aggregate 
them into large pools and then issue a type of bond known as a 
mortgage-backed security (MBS) whose yield is supported by the pass- 
through of payments of interest and principal from the underlying pool 
of mortgage debt. Banks realize profits on the fees they charge for 
services provided in underwriting this type of debt—e.g., the purchase 
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and aggregation of loans, creation and sale of securities on the secondary 
market, and the management of the pass-through of the underlying: . 
mortgage payments to final purchasers, typically wealthy households, and 
large institutional concerns such as pension funds, insurance companies, ` 
and hedge funds. MBSs are highly liquid instruments traded on deep - 
secondary markets, and are one of the largest financial asset classes by 
outstanding volume currently bought and sold on U.S. capital markets. 
These instruments are today the major conduits of funding new mortgage 
loans, the vast majority of which are issued. under the expectation that 
they will be sold into the secondary mortgage market. 

Securitization has spanned the creation of a plethora of exotic ata 
increasingly complex financial instruments “engineered” from the 
payment streams thrown off by MBSs. The most prevalent of these new 
classes of engineered financial assets are known as collateralized debt 
obligations (CDOs), whose rapid growth between 2000 and 2006 lies at 
the root of the current subprime crisis. A CDO is created when a 
government-sponsored entity or Wall Street investment bank buys up a ` 
large pool of subprime mortgages. Payment streams are then carved up 
and -distributed to various “tranches” distinguished according to their 
level of exposure to losses from defaults occurring in the underlying 
mortgage pool. The lowest (unrated) tranche (the equity tranche) is the 
first to absorb losses. Once this tranche is exhausted, any further losses 
are applied to the next tranche until this principal is exhausted, and so 
on, up the ascending ladder—or “mezzanine”—of tranches. This will—in 
theory—provide protection to the senior tranche that receives the AAA 
grade credit rating. The lower tranches, being more exposed to credit 
risk and carrying lower credit ratings, pay a higher rate of return to 
investors. Each tranche thus represents a different sub-class of debt: 
distinguished according to the rate of return and risk. CDOs have been 
promoted by their sponsors as vehicles that provide investors with a 
greater range of investment options by allowing fund managers to more 
readily recalibrate the relative balance of risk and return in their 
portfolios.” 

For its proponents—the major financial interests and their supporting 
chorus of sycophantic academics—securitization has increased the ability 
of financial markets efficiently to allocate credit where it is most needed. 
In fact, the recent subprime debacle demonstrates the degree to which 
financial innovation has provided fertile ground for rampant speculation. 
Securitization has intensified, not dampened, the tendency inherent in a 
Shank-based system of credit intermediation to engender periodic cycles 
of excessive credit creation that swell financial claims at a rate that far 
outstrips the rate of growth and accumulation. This leaves the financial 
system vulnerable to a crisis due to any one of a number of factors that 

7 economic growth and leave highly indebted entities unable to pay 
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down their financial obligations—e.g., higher interest rates, a downturn 
in investment, or a drop in consumer spending. This is not the result of 
bad policy decisions or well-intended but ultimately misguided public 
interventions, although the actions of the Fed certainly play a significant 
role in underwriting the overissue of credit and steering the system 
toward speculative excess. On the contrary, the’ tendency excessively to 
expand financial claims is inherent in a system where credit creation, 
fueled by financial innovation, has become progressively decoupled from 
rea] accumulation—i.e., tangible capital investments. Episodic crises are 
endemic in such a system of decoupled financial speculation. What has 
happened before will happen again, potentially on an even greater scale. 
The only question is when. 


Anatomy of the Recent Boom and Bubble 


The subprime debacle has its immediate origins in the decisions of 
the Federal Reserve to lower interest rates following the bursting of the 
dot-com bubble. As equity prices declined, concerns emerged that .the 
massive write-down of the (nominal) value of the portfolios of financial 
speculators threatened to pull the entire economy into a downward 
spiral. To avert such a scenario, between late 2000 and June 2003, the 
Federal Reserve cut the federal fund rate—the rate banks charge one 
another for overnight loans—by 550 basis points, or from 6.5 to 1.0 
percent. While the reduction in the interbank loan rate failed to halt the 
stock market decline, it did reduce the cost of consumer and mortgage 
credit. Lower interest rates increased the amount that households could 
pay for homes. As prices rose, this increased lenders’ confidence in the 
security of these newly issued mortgage loans, as appreciation meant the 
full value of the loan could be recovered in the (then seemingly unlikely) 
event of default and eventual foreclosure. This reduced assessments of 
asset-specific risk throughout all stages of the funding process, as even 
very high loan-to-home value ratios were expected to decline with the 
further rise in home prices. As confidence grew, lenders became more 
willing to issue larger mortgages despite the rise this entailed in 
household's debt-to-income ratio and the loan-to-value ratio of many 
newly acquired homes. Investors flysh with surplus cash and buoyed by 
access to cheap credit that could be used to finance highly leveraged 
investment acquisitions began to demand ever-greater quantities of the 
structured financial products (MBS and CDOs) engineered from income 
flows emitted by these underlying mortgage pools. In this manner, the 
rise in home prices transmitted a sense of confidence throughout all’ 
stages of the securitization conduit that underpinned investors growing 
appetite for collateralized debt. 

In understanding how the boom unfolded, it would be a mistake to 
see the major banks as passive suppliers of credit accommodatir 
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given level of market demand. On the contrary, banks are subject to the 
same type of profit imperatives as other capitalist enterprises. To expand 
markets and profits, the major lending institutions began aggressively to 
market a.host of mortgage and consumer credit products. Beginning in 
2004, the securitization conduits set up by Wall Street underwent rapid 
expansion and began to take up a growing portion of the secondary 
market. Investment banks also set up a new type of off-balance sheet 
operation known as structured investment vehicles (SIVs) that provided 
an additional apparatus for buying up mortgage loans that were 
restructured into CDOs and then placed into off-balance sheet accounts. 
To create an SIV, the sponsoring bank buys a large pool of mortgage- 
backed securities used to create collateralized mortgage obligations. An 
SIV is then set up and a type of debt known as “asset-backed 
commercial paper” is issued to raise funds to purchase these 
collateralized obligations from the sponsoring bank. Commercial paper is 
a short-term debt of one to ninety days duration. To insure commercial 
paper will be accepted the SIV is required to secure a back-up line of 
credit from the sponsoring bank as insurance in the event that the SIV 
does not have sufficient cash on hand to settle these obligations at the 
time they come due. So long as purchasers of this paper (the money 
market funds) are confident that borrowers are solvent, debts are 
typically rolled over at maturity at the prevailing interest rate. For this 
reason, the commercial paper issued by the SIVs did not initially create 
any additional liabilities for the sponsoring bank.? 

The issue of asset-backed commercial paper exploded in 2004 after 
undergoing a four-year decline. The boom in the use of asset-backed 
commercial paper since 1995 is evidence of both the rise of this type of 
securitized financing and the burgeoning mass of debt currently held in 
off-balance sheet operations and in other highly specialized, often opaque, 

_ funding conduits, many of which are never reported. The catch, of 

» course, was what would happen if the money markets began to refuse to 
roll over the SIVs’ maturing paper, as this would require SIVs to tap 
back-up lines of credit to settle their outstanding obligations. At the 
height of the credit frenzy, no one paid much heed to the lurking danger, 
as everyone on Wall Street was in on the game and underwriters were 
making record profits. 

In this manner, the banks established a new investment vehicle that 
underpinned an explosive demand for mortgage debt. Wall Street bought 
up massive quantities of MBSs to create complex CDOs that were sold 
to pension funds or placed into their own off-balance sheet operations. 
These instruments returned funds back to mortgage originators who 

å used this inflow to underwrite the issue of more mortgage credits. The 
turnover of money capital through this complex and highly layered 
volving fund” provided the financial fuel that drove the boom and 
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bubble. Housing orice: soared nationally, while in many regional markets 
the rate of increase was greater still. Much of the explosive growth in 
mortgage credit after 2005 reflected the entry of SIVs as a major new 
supplier of housing finance, although precise data on the growth of SIVs 
is difficult to obtain given that many of these vehicles were never 
reported. 


Subprime Debt and the Mortgage Debacle 


As Wall Street’s lust for these new forms of engineered finance 
exploded, lenders began to target . -loan products to working-class 
households with low to moderate income and a prior history of credit 
problems—the so-called subprime mortgage market. Subprime loans have 
interest rates that are several points higher than standard prime mortgage 
debt to compensate investors for the greater risk associated with holding 
this type of debt. To entice low-income households to take out subprime 
loans, lenders attached a host of sweeteners that lowered interest 
payments over the first several years of the loan. .Interest-only mortgages, 
which only required borrowers to pay interest charges and were often set 
at seductively low introductory “teaser” rates, began to proliferate. 
Negative amortization loans that capitalized unpaid principal into the 
base value of the loan became common. More and more loans took the 
form of adjustable rate mortgages. To lend to households with limited 
savings, mortgage brokers began to issue no-down-payment loans, 
lending up to the full value of the home. Borrowers were allowed to 
state their income on loan applications without lenders requiring any 
supporting documentation.* To encourage working-class households to 
take on higher levels of debt, subprime borrowers were told not to 
worry about higher payments as their mortgages reset, given that they 
could always refinance into a more standard fixed rate loan at a later 
date. 

As prices rose, lenders incneaned their issue of subprime TN that 
was sucked up by the funding conduits, reengineered, and resold as 
CDOs. Underwriting and monitoring standards deteriorated at all stages 
of the funding circuit. Given the enormous short-term profits being 
made, the Wall Street banks appeared blissfully unconcerned about the 
fact that the growing volume of CDOs was being built upon an enormous 
mass of highly questionable and ultimately nonredeemable debt. The 
major credit agencies, Moody’s, Fitch, and Standard and Poor’s, shared 
in the vast profits of the boom at the cost of abandoning their supposed 
role of providing prudent monitoring and oversight of the quality of the 
underlying pools of mortgage debt. In went subprime mortgage loans, 
and out came AAA-rated debt. 

Working-class households got swept up in the mania for a complex 
set of reasons. First, every financial bubble generates a “contagion effect~ 
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As the boom unfolded, stories circulated about homeowners taking out 
large mortgage loans to buy homes whose value increased by leaps and 
bounds in a period of just a few short years. Eventually this gave rise to 
the belief that no end to the price appreciation was in sight. Under such 
circumstances, households became convinced that it was time to take 
the plunge and load up on debt to get into a market that just seemed to 
keep on rising. 

Second, a period of rapidly rising prices can invert the normal 
relationship between housing prices and buyer demand. Metropolitan 
areas were rife with stories about new homes going on the market and - 
receiving more than thirty offers in the first few hours, many of them 
well above the listed asking price. As prices rose, some buyers, 
particularly first-time purchasers or existing homeowners seeking to 
trade up into a more expensive market segment, grew anxious over the 
prospect of being permanently priced out of the market. After numerous 
experiences of having their offers rejected, panic can set in. Once this 
happened, higher prices triggered a rise in demand.® Buyers, frustrated 
over a string of rejected offers, began to raise their offer prices to the 
ceiling of their preapproved credit limits and increased the number of 
homes on which they were willing to submit bids. Given the ease with 
which mortgage loans could be sold into the secondary market, 
originators were more than willing to accommodate buyers’ demands for 
higher levels of debt by increasing loan-to-value ratios and raising 
borrowers’ preapproved credit limits despite the precipitous rise this 
induced in households’ debt-to-income ratio. 

For all these reasons, as the boom unfolded it generated a speculative 
psychology that encouraged homeowners to treat housing as a financial 
asset purchased under the expectation that it would undergo 
appreciation. As prices rose, it became easier to convince borrowers, and 
for borrowers to convince themselves, that even homes bought with little 
or no down payment would quickly return a handsome capital gain. A 
cultural transformation began to take place wherein it became 
increasingly common to see newspaper articles or media discussions 
comparing homes and stocks as alternative investments whose relative 
desirability derived from the rate at which they would be expected to 
appreciate over time.’ Once such a psychology takes root, a house is no 
longer just a home. On the contrary, homeowners are encouraged to treat 
their houses as financial assets that will provide recurrent opportunities 
to convert rising equity values into higher levels of current consumption 
through equity ‘withdrawal and mortgage refinancing. As a result, U.S. 
households took on more inflation-adjusted debt between 1998 and 2006 
than they did in the entire prior thirty years.® 
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Subprime Debts Come Home to Haunt Wall Street 


By late 2005, signs were emerging that this debt-fueled housing boom 
was headed for trouble. For one, the rise in prices in many regional 
markets began to flatten out as the Federal Reserve increased interest 
rates in a preemptive strike against inflation. As interest rates rose and a 
growing number of “teaser rate” loans started to reset accordingly, 
borrowers began defaulting on their obligations. Alarm began to spread 
among the hedge and pension funds and the larger insurance companies 
that had been buying this structured debt. Initially, the crisis looked like 
it would remain confined to the subprime market. It quickly became 
apparent, however, that the proliferation of these new forms of 
securitized credit had not engineered risk out of the system of 
interlocking financial obligations. On the contrary, as defaults rose and 
losses began to spread, suddenly no one was sure where the bad debt 
was being held, given that securitization had distributed this subprime 
debt across a vast number of investment portfolios. 

As investors moved to reduce their exposure to mortgage-backed 
financial products, mortgage originators found it harder to access the 
secondary markets. Wall Street banks that just one year prior were 
feeding the subprime expansion scrambled to reduce their exposure, and 
the funding conduit froze.® On April 2, 2007, New Century Financial, the 
largest U.S. subprime lender, filed for Chapter 1l bankruptcy status. 
American Home Mortgage followed suit by filing for Chapter 1 status in 
early August. This was followed in rapid succession by several high- 
profile meltdowns in Europe, with the UK-based Northern Rock Bank 
and BNP Paribus, the French banking group, both taking major hits to 
their mortgage-backed portfolios. Countywide Financial, the largest 
mortgage lender in the United States, only narrowly avoided bankruptcy 
by arranging to take out an $H billion bank loan. What made 
Countywide particularly significant is that the firm was not a specialist 
in subprime debt. Hence, its flirtation with Chapter ll sent a powerful 
signal that even the nation’s largest private mortgage lender was having 
increasing difficulties off-loading its mortgage portfolio. 

As defaults rose, panic began to spread. Money market funds began 
to refuse to roll over the SIVs’ commercial paper. This was the moment 
when what seemingly began as a localized problem confined to a 
specialty market niche threatened to erupt into a full-blown crisis. 
Suddenly, banks that had set up the SIVs would either have to make 
good on their commitments on back-up lines of credit or sell off assets 
to raise cash to retire these maturing obligations. Uncertain about the 
size and scale of their potential exposure, the banks became hesitant to 
extend short-term loans on the interbank capital market and began to ~ 
hoard funds. Despite the officially quoted rates on overnight federal fund “ 
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and LIBOR loans (the London Inter-Bank Offer Rate on short-term funds 
borrowed in the Euromarket), banks were engaged in rationing short- 
term credit, refusing to lend even to other ostensibly solvent 
multinational financial institutions. Credit, until recently so abundant, 
dried u up, and the phase of “revulsion” was followed by “crash and 
panic. = 

The Federal Reserve and the European Central Bank initially sought to 
stem the spreading crisis by providing additional reserves to the money 
center banks ($30 billion in the United States, $138 billion in the case of 
Europe). On August 17, the Federal Reserve lowered interest rates by 
50 basis points (one-half of a percent) in an effort to ease the interbank 
credit crunch and signal that it stood ready to lend should the banks 
face a sudden increase in the demand for funds. The Fed also encouraged 
banks to make use of the discount window where banks borrow directly 
from the central bank. When this failed to ease the crunch (in part due 
to the stigma attached to using the discount window), the Federal 
Reserve further lowered the federal funds rate by 75 basis points in 
between its regularly scheduled meetings, followed by another rate cut 
on January 30 of 50 basis points. 

It quickly became clear, however, that interest rate reductions were 
failing to do the trick, as banks remained wary of lending funds on the 
interbank capital market given rising uncertainty over the scale and 
extent of their subprime exposure. This prompted the central bank to 
unfurl a series of unprecedented measures in an attempt to calm the 
nerves of rattled investors and lenders and prevent the subprime debacle 
from turning into a potentially catastrophic financial meltdown. 

First, on December 12 the Federal Reserve announced it would expand 
the types of assets it would accept as collateral for short-term loans to 
member banks. Under the guise of the “Term Auction Facility,” the Fed 
began to “auction” loans to the banks by accepting MBS and other 
structured debt obligations as collateral. Initially introduced as a short- 
term emergency measure, there is little doubt that the new facility will 
eventually be made a permanent feature of the Fed’s regulatory arsenal. 

Second, in March 2008 the Fed undertook another unprecedented step 
by pledging a $200 billion line of credit to the major Wall Street 
investment banks that similarly allowed loans to be secured against a 
wide range of structured financial instruments. Never before had the 
Federal Reserve granted this type of credit directly to the investment 
banking sector. In so doing, the Fed has significantly expanded the range 
and scope of its credit market operations, and appears to be abandoning 
.. its long-standing prudent practice concerning the types of assets it is 
> „willing to hold in its own portfolio (still predominantly composed of 
“ear zero- -risk government securities) by accepting CDOs and other 

F SEX structured financial instruments as collateral. This marks an 
Mia 
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unprecedented increase in the Fed’s exposure, as it involves absorbing 
the credit risk of these complex financial products directly into its own 
portfolio. 

More spectacular still was the aggressive intervention on March 14 by 
the Federal Reserve to secure JPMorgan Chase’s purchase of Bear Stearns, 
at that time Wall Street’s fifth largest investment bank. The crisis 
associated with the near collapse, bailout by the Fed, and absorption by 
JPMorgan Chase of Bear Stearns was triggered by mounting concern over 
the quality of the mortgage-backed assets Bear had been using as 
collateral to secure short-term loans and credits from counterparties in 
its securities trade. As Bear’s trading partners began to refuse to accept 
these assets as collateral concern began to spread to Wall Street that 
Stearns would be unable to meet its outstanding short-term overnight 
obligations in the so-called repo market, through which banks and 
security firms receive and extend short-term overnight loans backed by 
securities. It was this that spurred the Fed to intervene, since a default 
on overnight obligations by one of Wall Street’s major investment banks 
threatened to destroy the liquidity of the $4.5 trillion repo market on 
which all the major financial institutions depend to finance their lending 
and trading operations.’ Deemed “too interconnected to fail,” the Fed 
pledged a $29 billion line of credit to JPMorgan to finance the acquisition 
of Bear’s asset portfolio. Under the terms of the deal, JPMorgan will end 
up acquiring Bear’s still profitable proprietary trading operations at well 
below market value, while the Fed will absorb the default risk of 
subprime-backed CDOs directly into its own portfolio. 

Despite these drastic steps, the ongoing uncertainty over the extent 
of banks’ exposure to subprime debt has prompted them to continue to 
ration credit, including imposing restrictions on short-term loans to 
other major financial institutions. The failure of lower interest rates and 
cash infusions quickly to resolve the crisis is not surprising, given that 
the origins of the current distress are rooted in financial innovations that 
underpinned the massive overissue of ultimately nonredeemable debt. 
Once it becomes apparent that more and more mortgages are destined to 
enter into default, no amount of short-term liquidity infusion will annul 
the fact that overextended borrowers are unable to meet their present 
mortgage obligations. Infusions of funds and interest rate cuts cannot 
resolve the underlying contradiction of a financial system that is prone 
to expanding credit at a rate that far exceeds the growth in the real 
economy. On the contrary, to the extent these interventions are successful 
in averting a systemic crisis, they function to merely defer the ultimate 
moment of reconciliation—i.e., a massive debt deflation that will restore 
some parity between the value of outstanding credit obligations and the,’ 
value of the underlying tangible assets. ‘ 

What seems certain is that, barring major federal level interve 
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losses on subprime loans will continue to mount. Foreclosure rates on 
subprime mortgages with adjustable interest rates rose from 1.52 percent 
in 2004 to 4.72 percent by the third quarter of 2007. Equally alarming is 
the rise in the number of subprime mortgages with adjustable rates that 
were in default, from 10.3 percent to 18.8 percent over the same period.'® 
According to estimates put out by the Joint Economic Committee, 
ongoing resets could eventually push as many as two million subprime 
mortgages into foreclosure.” 

This will exacerbate negative feedback effects already at work in many 
regional housing markets. As prices fall, many households find they are 
trapped in a negative net equity position—e.g., the value of their homes 
is now worth less than the amount they still owe on their outstanding 
mortgage obligations. Under such circumstances, deciding to walk away 
from a subprime loan can be a rational decision, particularly for 
borrowers with bad credit ratings. The case for default is particularly 
strong for households that purchased homes with no money down, as 
the default option allows them to walk away without having lost any of 
their own equity on the transaction. 

As more mortgages enter into foreclosure, lenders will try to recoup 
some of the principal by selling the repossessed homes. This will flood 
the market, place additional downward pressure on prices, and 
compound incentives for households to exercise the default option to rid 
themselves of an increasingly undesirable—and in many cases 
unsustainable—repayment obligation. Current estimates of the impending 
loss of wealth range from $300 billion to over $1.2 trillion. What is 
clear is that the scale of the losses will be huge. Once this process of 
debt repudiation and collapse in asset prices is under way there may be 
no readily available measures open to the Federal Reserve to reverse the 
process of deflation. Particularly in an environment characterized by the 
rationing of credit and closure of the secondary funding circuit, falling 
home prices will unleash a negative wealth effect that will depress 
consumer spending. Under these circumstances it is not clear where the 
next economic stimulus will come from short of an increase in debt- 
financed public sector expenditure. If this option is off the table, the 
United States may be posed to enter a long and nasty recession. 

As we would expect in a class-divided society, households most 
negatively impacted by the crisis are those at the lower rungs of the U.S. 
class and occupational ladder who also happen to be disproportionately 
people of color. Research has shown that African Americans were 2.3 
times more likely and Hispanics 2 times more likely to receive high-cost 
_ loans than white households during the subprime lending boom.” This is 
~ hardly surprising. African Americans and Latinos are more likely to suffer 
‘trom low wages, persistent poverty, higher rates of unemployment 

“~sicularly among African Americans), and the lack of intergenerational 
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transfer of savings that has limited access to homeownership. Many 
African-American and Latino households were thus left with few options 
other than reliance on subprime mortgage peddlers if they wanted to 
purchase a home. The current crisis will reinforce systemic barriers to 
social and economic advancement for large segments of the African- 
American and Latino working class by compounding wealth disparities 
and exacerbating problems linked to damaged credit ratings. This reveals 
the fallacy of relying on private capital markets subject to profit motives 
and destabilizing speculative dynamics to address the affordable housing 
crisis confronting significant sectors of U.S. working-class households. 


Brave New World of Securitized Finance: Solution to Stagnation or Prelude 
to Crisis? 


The proliferation of new forms of structured debt obligations has left 
the system more, not less, vulnerable to destabilizing bouts of 
speculative excess that require massive intervention by the public 
authorities to avert a potentially catastrophic financial meltdown. One of 
the primary effects, and for private lenders the major benefit, of recent 
financial innovations is that it allows them to circumvent central bank 
regulations ostensibly set up to impose some limits on the supply of 
high-risk credit. First, securitization has further undermined the ability 
of the Federal Reserve to use reserve requirements to impose limits on 
the rate of growth of credit. Reserve ratios require banks to hold a given 
ratio of reserves against their total deposits (including demand accounts 
created through the issue of new loans). In principle (if not always in 
fact), this allowed the central bank to set the deposit-to-reserve ratio 
and then attempt to raise or lower the total supply of reserves to exercise 
some control over the total volume of credit the banks could create. As 
this account makes clear, so long as banks can acquire funds through the 
issue of short-term debt (e.g., certificates of deposit, commercial paper, 
borrowings on the offshore Eurodollar market, and short-term loans 
secured against banks’ holdings of government debt), banks can issue 
new credits and then use the securitization conduit to shift these loans 
out of their own asset portfolio. This has further undermined the already 
limited efficacy of reserve ratio requirements, and removed : a policy tool 
from the regulatory arsenal of the Federal Reserve. 

Second, securitization allows private banks to circumvent capital 
adequacy requirements established to insure that banks have sufficient 
capital reserves to cover unanticipated losses. Banks are required to 
maintain their capital-to-asset ratio at or above some level set by the 
monetary authorities. Most developed nations—the United States 
included—currently set their required capital adequacy requirements in 
line with the standards set forth in the Basel I] accord that prescribes 
4 percent ratio of capital to the risk-weighted value of a bank’s 
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portfolio. Bank capital primarily consists of retained earnings and the 
bank’s own equity that can be liquidated as needed to cover the cost of 
writing off nonperforming loans from their asset portfolios. Capital 
reserves provide some measure of insurance that the bank has sufficient 
cash on hand, or assets that can be readily converted into cash, to 
provide protection for depositors should the bank suddenly be faced 
with an unanticipated rise in defaults that increases the portion of 
nonredeemable debts held in its loan portfolio. In setting the capital 
ratio, the monetary authorities can, in principle, exercise some control 
over the supply of high-risk credit—the higher the capital-to-asset ratio 
for any given stock of bank capital, the lower will be the amount of 
high-risk loans banks can extend through decisions to issue subprime 
credit. l 

Securitization and the creation of novel off-balance sheet operations 
allow banks to subvert this regulatory. mechanism.?? Loans sold off into 
the secondary market are no longer on the books of the issuing 
institution. By selling these loans or placing them into unregulated 
accounts, banks can increase the issue of new credit, in theory without 
limit, provided they can continue to sell these obligations into the 
secondary market or place structured debt obligations into off-balance 
sheet operations. The SIV exemplifies the latter dynamic, as it allows 
banks to move massive quantities of assets off their own balance sheets 
into highly opaque and largely unregulated investment instruments. More 
prudent minds would periodically raise concerns as to where all this was 
headed. Yet, as confidence spread that financial engineering had 
fundamentally transformed—and significantly reduced—the level of risk 
embedded in this highly layered system of interlocking debt obligations, 
the only limit on the amount of credit the banks could create was the 
willingness of institutional investors to continue to buy and hold these 
forms of securitized debt. In an environment characterized by rapidly 
rising prices and generous capital gains, prudence was tossed to the 
wind. A sense of euphoria took hold, buttressed by a belief on Wall 
Street that the Federal Reserve would come to the rescue if things got 
too far out of hand. 

The profit incentives built into each stage of these funding conduits 
exacerbated the drive toward excess by precipitating an erosion of the 
monitoring and oversight functions typically performed by lending 
institutions. Loan originators operate on very narrow per-unit margins. 
The profits they earn are based on the total volume of loans they 
originate and sell to the secondary markets. The more mortgages they 
can underwrite, the greater the profits they stand to earn. Major 
purchasers of these mortgages and underwriters of MBS—~the Wall Street 
; — get their profits from fees charged for underwriting 


ip, eS and management of the pass-through of mortgage payments. So 
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long as buyers were willing to keep sopping up these structured debt 
obligations, there was little incentive for the major Wall Street banks to 
cut or otherwise ration the supply of credit. The greater the amount of 
debt that was issued, packaged, and resold, the greater the profits being 
made at each stage of the process. This resulted in a historically 
unprecedented financial expansion that has left the U.S. household sector 
saddled with a massive debt overhang and the U.S. economy vulnerable 
to a potentially protracted post-bubble recession. 


What’s Next? Where Are We Headed? 


A financial crisis in a capitalist system is often seen as serving to 
bring an ultimately unsustainable credit expansion to a halt when it has 
run too far in advance of the rate of accumulation. By forcing lenders to 
write off the value of these nonredeemable loans from their balance 
sheets, crisis places a periodic “check” on the inherent propensity toward 
the excessive creation of credit. Once nonperforming loans have been 
charged off and cleared from the bank’s portfolio and losses written off, 
the stage is set for a renewed cycle of credit-fueled reflation, provided, 
of course, that the distress does not erupt into a full-scale financial 
meltdown. The role of the central bank is to balance the need to contain 
euphoric bouts of speculative excess once the credit expansion threatens 
to push asset prices to unsustainable levels (typically by raising the 
interbank loan rate), while standing ready to provide liquidity and fulfill 
its function as the lender of last resort in the event that a looming 
repayment crisis threatens to cut off the supply of credit if banks panic 
and start hoarding funds. 

If the Fed can balance these two functions, the result is an oscillating 
pattern of (semi)-controlled deflations and reflations of the credit 
structure over the course of the business cycle. While debt deflations are 
always full of unwelcome and nasty surprises, several] factors are currently 
at work that will in all likelihood prevent the subprime debacle from 
turning into a full-scale financial meltdown. Most notably, balance sheets 
of nonfinancial corporations are in a generally strong condition. Because 
firms have used strong internal cash flows to lower their debt-to-equity 
ratios as opposed to increasing investments in physical capital, they are 
presently less directly exposed to shifting conditions in the financial 
markets. Given the generally strong profit position in the nonfinancial 
corporate sector the U.S. monetary authorities will probably find a way 
to muddle through the present crisis. Despite this fact, economic activity 
will slow, and a recession, followed by a protracted period of subpar 
growth, looks likely.”! l 

As has been noted many times in these pages, in a capitalist system 
characterized by industrial maturity and markets dominated by large + 
oligopolistic corporations, there are no endogenous mechanisms) 
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insure that capitalists will collectively invest at a level required to keep 
the system humming along at anywhere near full capacity. This points to 
one of the system’s most fundamental, and ultimately irreconcilable, 
contradictions: mature capitalism has no endogenous means to guarantee 
an adequate level of private investment, yet by the same token it cannot 
tolerate any rise in wages that would erode the profits of the owning 
class. This has left the system dependent upon debt-fueled consumption. 

The internal contradiction shows up in the form of subpar growth and 
economic stagnation, or credit-driven booms and bubbles followed by 
crisis once the expansion of financial claims on earnings collides with 
the realities of wage stagnation for the majority of the U.S. working 
class. While debt-fueled bubbles provide a temporary solution to 
problems of overaccumulation, they cannot be assumed to do so forever. 
The ability of households to continue to increase their debt loads. at 
anywhere near the rate observed over the last two decades appears 
tapped out at present. This implies limits are being reached in the 
ability of debt-financed household spending to serve as a panacea’ for 
stagnation. Restoring a higher rate of accumulation will thus require the 
emergence of a.new dynamic technology or growth sector able to absorb 
massive sums of capital investment and reignite the engines of long-term 
growth and accumulation. Absent this, the system looks poised to enter 
into a period of protracted stagnation. 

The wild card in the current conjuncture is the fact that the subprime 
debacle is unfolding in an international context characterized by a 
deepening crisis of confidence in the dollar. Recent booms in U.S. 
consumer spending have driven a steady increase in the U.S. trade 
deficit, currently at just under 5 percent of GDP. The United States has 
been able to sustain recent debt-fueled consumer spending booms despite 
this burgeoning trade deficit in large part because of foreigners’ 
willingness to use their surplus dollar reserves to purchase dollar- 
denominated financial assets, particularly U.S. government debt that still 
serves as the “gold standard” of international finance. Capital inflows 
from abroad have similarly provided the means through which the United 
States has financed its massive and growing fiscal deficits. While the 
dollar’s position as the world’s preeminent international reserve currency 
appears secure at present, the Federal Reserve’s ability to reflate the U.S. 
economy through periodic injections of cheap credit could at some point 
encounter an external financing constraint should foreigners become less 
willing to buy and hold U.S. government debt. Concerns are emerging in 
many foreign quarters over the ongoing loss of the value of their dollar- 
denominated financial holdings. Any longer-term move away from the 
dollar through a sell-off of U.S. Treasury debt would put pressure on 
U.S. interest rates and limit the policy options available to the Fed. 

How these events will ultimately play out is impossible to predict: 
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What is certain, however, is that other crises await, and the ability of 
the central bank indefinitely to defer the underlying problem of 
overaccumulation is far from guaranteed. 
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Paul M. Sweezy was, in the words of his contemporary John Kenneth 
Galbraith, “the most distinguished of present-day American Marxists,” 
A Harvard-trained economist, his writings spanned some seven decades 
from the early 1930s to the closing years of the twentieth century. For 
more than half a century he was coeditor of Monthly Review, subtitled 
An Independent Socialist Magazine, which he founded along with’ Leo 
Huberman in 1949. Although first and foremost an economist, Sweezy 
was also a social scientist in a much broader sense. His impact on 
political science, sociology, history, and other disciplines was profound. 
He took the entire globe as his field of analysis, helping to enlarge our 
understanding of imperialism and of the necessity of revolution, 
particularly in the third world. 

One way in which to place Sweezy’s enormous contribution in 
perspective is to relate it to that of Joseph Schumpeter, who played a 
formative role in his development as a thinker. Schumpeter has often 
been compared to Karl Marx and John Maynard Keynes in terms of his 
breadth of vision and impact within economics. In 1932, Schumpeter left _ 
the University of Bonn in Germany to take a position at Harvard 
University in the United States. In fall 1933, in his second year of 
teaching at Harvard, he met Sweezy, who had obtained his BA in 
economics at Harvard in 1932, and was then returning from a year at the 
London School of Economics to pursue a PhD at Harvard. Despite the 
wide divergence in their political views (Schumpeter was a conservative 
strongly opposed to the New Deal) the two immediately became fast 
friends. For two years in the mid-1930s Sweezy was the teaching 
assistant in Schumpeter’s first-year graduate course in economic theory. 

Sweezy had become radicalized (not all at once but gradually, as he 
used to say) in the early 1930s as a result of his stay in London, when 
he was introduced to Marxism for the first time—and due to his 
attempts to grapple with the significance of the Great Depression. 
Probably because of this interest in Marxism, he focused from the first 
on the question of monopoly and oligopoly, and played a leading role in 
the development of imperfect competition theory, constructing the famous 


This is the foreword to a collection of Paul Sweezy’s essays translated into Bangla, 
Paul Sweezy, Bishshaayan Natoon Keechhu Noy; Nirbaacheeto Prabandha 
(Globalization is Nothing New; Selected Essays), edited by Farooque Chowdhury 
(Dhaka, Bangladesh: Shrabon Prokoshani, 2008). 
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kinked-demand curve of oligopolistic pricing. He was also profoundly 
affected by the publication of Keynes’s General Theory of Employment, 
Interest, and Money in 1936. Along with a number of Harvard and Tufts 
economists he wrote An Economic Program for American Democracy in 
1938 in response to the deep recession of 1937, which occurred before the 
United States had fully recovered from the Great Depression, raising the 
question of economic stagnation. 

Sweezy’s work, however, took a remarkable turn in 1942 with the 
publication of The Theory of Capitalist Development: Principles of 
Marxian Political Economy (the title was meant to reflect back on 
Schumpeter’s The Theory of Economic Development), based on the 
lectures for his Harvard course on the economics of socialism. This set 
him well outside the mainstream of the profession, while establishing 
his reputation as one of the foremost Marxist economists of the 
twentieth century. As Schumpeter observed in his History of Economic 
Analysis, Sweezy was an “accomplished theorist,” who had authored “the 
best introduction to Marxist literature I know.” Elsewhere he called The 
Theory of Capitalist Development “a masterly exposition of the Marxian 
system of thought.” Schumpeter saw Sweezy, along with Joan Robinson, 
as “the outstanding examples” of those “economists of high standing” 
that were attracted to Marxism in this period.” 

Schumpeter and Sweezy frequently debated capitalism and socialism. 
A famous debate on “The Future of Capitalism” between the two friends 
in the winter of 1946-47 in Harvard’s Littauer Auditorium (with Wassily 
Leontief in the chair as moderator) was later to be memorialized by Paul 
Samuelson (winner of the first Nobel Prize in economics) as a time 
“when giants walked the earth and Harvard Yard.” 

Schumpeter himself had adopted Marx as an intellectual model of 
sorts in developing his famous theory of entrepreneurial capitalism. Like 
Marx, although with a decidedly conservative bent, he sought over the 
course of his career to develop a theory of the origins, development, and 
decline of capitalism. As Sweezy observed in his editor’s introduction to 
Schumpeter’s Imperialism and Social Classes, this resulted in the 
creation of a broad “‘Schumpeterian system’—comparable in its scope to 
Marxian social science, though not to Marxism as a whole.” Schumpeter 
sought throughout his work to provide what he, as Sweezy notes, “might 
have called a ‘reasoned history’ (histoire raisonnée)” of capitalist 
development—a trait that he had singled out in Capitalism, Socialism, 
Democracy as distinguishing Marx’s economic approach.* 

Taking his lead from Schumpeter, but within a framework derived 
from Marx, Sweezy was to provide such a reasoned history of capitalist 
development from the 1930s on—a project that he continued with 
amazing consistency up through the late 1990s. In tracking tke historical 
neon acne of the system, he focused over the decades on what he saw 
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as the three dominant historical trends altering the course of capital 
accumulation, briefly summarized in his final article, “More (or Less) on 
Globalization,” in September 1997 as: monopolization, stagnation, and 
financialization. Sweezy and his Monthly Review (MR) colleagues led the 
way in the examination of all three of these core phenomena, which have 
successively transformed the economic reality in which we live—in such 
works as Monopoly Capital (coauthored with Paul Baran) and Stagnation 
and the Financial Explosion (coauthored with Harry Magdoff). In tracing 
the dominant trends of capitalism, Sweezy rejected the now 
commonplace emphasis on, globalization as the driving force behind the - 
changes at the end of the twentieth century. Rather globalization, in his 
terms, represented a much longer historical process, going back to the 
system’s origins. The most important economic transformations in an 
increasingly globalized capitalism were to be explained not by 
globalization itself, but by more fundamental changes in accumulation in 
the center of the system, and-by the interface between center and 
periphery (i.e., the changing context of imperialism).° . 

In addition to his historical analysis of capitalism’s underlying laws 
of motion, Sweezy sought to uncover the logic and evolution of what he 
called “post-revolutionary society,” depicting the origins, development, 
and decline of Soviet-type regimes. A concern with both the nature of 
capitalist development and the transition to socialism led him to engage 
in historical investigations into the birth of capitalism, launching the 
famous debate on the transition from feudalism to capitalism. His 
thoroughgoing critique of modern imperialism, which he saw as a 
manifestation of the global contradictions of the system, made him an 
influential thinker throughout the third world. In the 1970s and ’80s he 
wrote perceptively on ecological questions (in such pieces as “Cars and 
Cities,” “Capitalism and the Environment,” and “Socialism and 
Ecology”). 

Sweezy’s reasoned history of capitalism was not—as he was the first 
to admit—-a product of his efforts alone. As is often the case with 
pivotal intellectual figures who collaborate closely with others, Sweezy’s 
name came to stand in at times for the contributions of his nearest 
associates, some of whom advanced Marxian political economy in ways 
as profoundly as he did, and without which his own contributions would 
have been impossible. The founding of Monthly Review by Sweezy and 
Huberman in 1949 gave rise over the years (as Sweezy explained in his 
January 1994 article “Monthly Review in Historical Perspective”) to a 
kind of “informal collective” of Marxist thinkers, extending beyond those 
included on the masthead of the magazine: of which Baran, Magdoff 
(coeditor of MR from 1969 to 2005), and Harry Braverman were 
undoubtedly the most important. Monthly Review became a focal point 
for the development of imperialism, dependency, and world-system 
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theories, as exemplified in the work of such thinkers as Oliver Cox, 
Baran, Magdoff, Sweezy, Andre Gunder Frank, Samir Amin, and Immanuel 
Wallerstein: From the beginning, MR’s explicit goal, Sweezy wrote, was 
“the ambitious one of using Marxist methods, historical and economic, 
to understand what was going on [in the present as history] and to take 
positions consistent with a commitment to socialist principles.”® 
Looking back in 1994 on the entire period following the Chinese 
Revolution of 1949 (the year MR was founded), Sweezy observed that the 
second half of the twentieth century had been dominated by the world 
counterrevolution of capitalism, putting socialism on the defensive for 
most of this period, and culminating in the defeat by the 1990s of the 
major post-revolutionary societies and socialist movements throughout 
the globe. Nevertheless he wanes against despair. “It would be foolish,” 
he commented, . 


to underestimate the seriousness of the defeat the opposition [to 
capitalism] has suffered, but it would be even more foolish to 
conclude that it is dead. The truth is that it is alive even if not 
well, and the fact that the conditions...that gave rise to its 
existence in the first place continue to operate, only more so, 
guarantees that it will stage a comeback as new generations of 
exploited and oppressed take the place of those who die or 


to now and help the new upcoming generations ‘to understand 
what changes are needed if the human species is to survive into a 
decent future. And, of course, hope for the best.’ 


Today, a mere decade and a half later, socialism is once again showing 
signs of renewal as a world-historical force, while the exploitative and 
crisis-laden nature of capitalism is more evident than ever. Imperialism 
and war abound, threatening annihilation to people throughout the world. 
The ecological damage of capitalism is now widely perceived as planetary 
in scope and can only get worse within the confines of the system. 
World inequality and hunger are on the rise. 

Under these circumstances, the work of Paul Sweezy offers to new 
upcoming generations both a reasoned history of capitalism and a set of 
tools with which to carry out a reasoned revolt against the system in the 
struggle for a better world. 
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MONTHLY REVIEW . Fifty Years Ago 


Many schemes have been suggested to rescue the free enterprise auto 
industry of the United States from the quagmire into which it has been 
driven. We have examined those that came to our attention with growing 
incredulity, asking ourselves, “How can sane human beings be so stupid?” 
We feel that the booby prize in this competition of ineptitudes should 
go to the Wall Street Journal for its editorial of March 25, 1958. 

After a reference to “the present industrial over-capacity that can be 
described as a ‘recession,’ the editorial offers this suggestion: “What is 
really needed, obviously, is some ‘crash’ legislation by Congress which 
would have the Government buy two million cars and dump them in the 
middle of the Atlantic...” l 

Having a high regard for the editorial capacity of the Journal we hope that 
this plan for dealing with recession (which they put in quotes) was written 
with tongue in cheek....If it was intended seriously, we point out to the’ 
Journal that if the same dunderheads who are operating the auto industry in 
1958 continue at their posts in the spring of 1959 it will be necessary to 
buy and dump not two but three million of the longer, heavier, more be- 
gadgeted cars during that summer. 

——Scott Nearing, “Buy ’Em and Dump ’Em,” 
.. Monthly Review, May 1958. 
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Emergency Clinic 
ADRIENNE RICH 


Caustic implacable 
poem unto and contra: 


I do not soothe your minor 
injuries Ido not 
offer I require 
close history 
of the case apprentice- 
ship in past and fresh catastrophe 


The skin too quickly scabbed 
mutters for my debriding 


For every bandaged wound 
Pll scrape another open 


I wort smile 
while wiping 
your tears 
I do not give 
simplehearted love and nor 
allow you simply love me 


lodine-dark 
poem walking to and fro all night 


If you accept regardless 
this will be different 


un-gainly 
unreconciled 


unto and contra 





Adrienne Rich’s most recent book is Telephone Ringing in the Labyrinth: Poems 
2004-2006. A selection of her essays, Arts of the Possible: Essays and Conversations, 
appeared in 2003. She edited Muriel Rukeyser’s Selected Poems for the Library of 
America. She is a recipient of the National Book Foundation’s 2006 Medal for 
Distinguished Contribution to American Letters, among other awards. 
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A Revolutionary Identity 
FORREST HYLTON | 


Roxanne Dunbar-Ortiz, Blood on the Border: A Memoir of the 
Contra Years (Boston: South End Press, 2005), 304 pages, 
paperback, $18.00. A 


Groundings 


Few U.S. revolutionaries of her generation have “lived to tell the tale” 
like Roxanne Dunbar-Ortiz, to borrow the title of Gabriel García 
Mårquez’s memoirs. Blood on the Border: A Memoir of the Contra Years 
is the last volume of a trilogy including Red Dirt: Growing up Okie 
(University of Oklahoma Press, 1992) and Outlaw Woman: A Memoir of 
the War Years (City Lights, 2001). Although influenced by oral traditions 
in his “native” Colombian Caribbean, Garcia Marquez has little to say 
about his own political commitments, or Colombian politics more 
generally.) In contrast, influenced by traditions of storytelling native to 
rural Oklahoma and Native American communities throughout the U.S. 
West, Dunbar-Ortiz’s latest memoir puts flesh on the bones of the slogan 
“the personal is political.” The phrase, she notes, was coined within the 
Student Non-Violent Coordinating Committee and carried into the 
womer’s liberation and antiwar movements. 

Unlike most historians, Dunbar-Ortiz has been a leading participant 
in the movements of her time, which makes memoir rather than 
professional historiography a logical choice of genre. Dunbar-Ortiz 
explains her preference: 


I can no longer bear to write—or to read—texts in which the 
author is present only behind a maze of screens, pretending 
objectivity. History is never the “objective” account found in 
academic writing..... write this memoir recalling this form’s 
influence on me....1 write that the younger generation may have 
access to an earlier generation’s political experience and theory. I 
write this book to give a human face to the consequences of the 
Contra war in the destruction of the Sandinista revolution, 
resulting in a setback for a better future for the indigenous peoples 


Forrest Hylton is the author of Evil Hour in Colombia (Verso, 2006) and with 
Sinclair T homson, coauthor of Revolutionary Horizons: Past and Present in Bolivian 
Politics (Verso, 2007). He is a regular contributor to CounterPunch.org, NACLA 
Report on the Americas, and New Left Review. 
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of the world, and for all peoples struggling for self-determination 
and a better life. (13) 


Dunbar-Ortiz’s method of knowing the world, or more exactly, 
knowing liberation struggles around the world, is what Walter Rodney 
described as “grounding.”* To “ground,” one goes where oppressed 
people are struggling to liberate themselves from imperialism, or meets 
with their representatives in metropolitan settings, and learns with them 
in an open-ended dialogue about what is to be done. Humility, along 
with a clear understanding of what scholar-activists can and cannot 
contribute to peoples’ struggles, is what makes this dialogue possible: 
Without it, intellectuals end up talking at people or among themselves. 

Memoir and testimonio are closely associated with the development 
of feminist consciousness, subjectivity, and agency, especially in Latin 
America; they can be thought of as radical extensions of the idea of 
“sroundings.”? Like previous volumes in the trilogy, Blood on the Border 
highlights the enormous contribution feminism has made to radical 
theory and practice, especially through its emphasis on consciousness 
and subjectivity—on emotions as well as ideas and ideology; on domestic 
and sexual violence as well as the violence of imperialist wars and 
settler-colonial conquests. This helps Dunbar-Ortiz discuss painful 
personal issues that do not often find their way into the writings and 
conversations of U.S. radicals, in a way that is moving yet politically 
instructive. The links between feminist, African, and indigenous 
liberation are made concrete through Dunbar-Ortiz’s own story. Blood on 
the Border is not a work of theory or method, offering instead a radical, 
underground history of the “imperialism of our time.” Through memoir, 
Dunbar-Ortiz is able to avoid the discursive “violence of abstraction,” to 
use novelist Barry Unsworth’s phrase; the artificial distancing 
characteristic of most history and social-science writing.® 


Provisional Endings 


Blood on the Border picks up where Dunbar-Ortiz left us at the end 
of Outlaw. Woman. Following her arrest, torture, and trial, Dunbar-Ortiz 
left the armed underground cell she founded in New Orleans, and re- 
located to Lake Tahoe with the help of an extraordinarily generous sister- 
in-law. “I was thirty-five in 1973,” Dunbar-Ortiz remembers, “and I was a 
wreck. I spent my nights working the graveyard shift in the casino, and 
my days drinking away a history of broken relationships and crushed 
dreams, personal and political” (17). At the time, Dunbar-Ortiz’s 
daughter, Michelle, born in 1962, lived in San Francisco with Dunbar- 
Ortiz’s first husband (who had won custody), a step-mother, and half- 
siblings. The pain of separation, more emotional than geographic, hardly 
registers. This emotional numbness and disconnection plagues Blood on 
the Border, as the reader wants to know more about the difficulties of 
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being a long-distance mother, but the text offers a clue: “I was a 
functioning alcoholic working in a Nevada casino, burnt out, and isolated 
from the radical movement that had been my family for the previous 
decade” (15, italics added). It would seem that for Dunbar-Ortiz, as for 
many Marxists of an ascetic bent, being a professional revolutionary 
meant renouncing blood ties for political kinship: “None of the elements 
of my life had reality except the revolution. Every minute, whether I was 
eating or watching television, my mind was on revolution. It had been 
that way for fifteen years. Revolution had become my identity” (108). 
One wonders how her daughter made sense of this. 

Dunbar-Ortiz’s personal-political response to the agonizing death of 
the New Left meant that in addition to alcoholism and domestic 
violence, both of which surfaced as problems in New Orleans, she 
confronted unexplored contradictions of the settler-colonial mentality 
with which she was raised. Her violent, alcoholic mother was said to 
have been part Cherokee and her maternal grandmother’s people had 
settled in Missouri after leaving Tennessee, but Dunbar-Ortiz’s Native 
American ancestry was a well-guarded family secret. Leaving home at 
fifteen, fleeing her mother’s drunken rampages, Dunbar-Ortiz would have 
had little occasion to reflect on family life in the tumult of the 1960s and 
early 1970s. However, as she organized with the American Indian 
Movement (AIM), she began to see her family history as “a contradiction 
or amalgamation of those two forces—settlers on Indian lands and 
resistance by the indigenous inhabitants” (20). This meant overcoming 
the shame of Indian ancestry that had been deeply instilled in childhood, 
in stark contrast to the quiet pride she felt with respect to her paternal 
grandfather’s radical activism in the Industrial Workers of the World 
and the Socialist Party. 

The upsurge of mobilization in the mid-1970s is often overlooked, but 
in attempting to reconcile her warring souls, Dunbar-Ortiz refreshes our 
memory. In early 1975, for example, the Navajo Nation’s strike and drive 
to unionize the Fairchild electronics assembly plant in Shiprock, New 
Mexico led indigenous liberationists from AIM to link up with trade 
unionists in San Francisco, many of whom were Nicaraguans, some of 
them Sandinistas, to oppose Holiday Inn’s construction on sacred burial 
sites in San José. They succeeded. After AIM dissolved in an atmosphere 
of paranoia, and following the killings at Oglala, South Dakota, Dunbar- 
Ortiz and her third husband, a former alcoholic and Acoma Indian Pueblo 
poet, Simon Ortiz, found temporary refuge in a Bay Area study group 
linked to another like-minded group in Vancouver. All were dedicated to 
exploring the relationship between Marxist critiques of capitalism and 
indigenous liberation. 

National liberation movements devoted time, energy, and creativity to 
international diplomacy, anchored in the UN General Assembly, and some 


50 ANALYTICAL MONTHLY REVIEW / MAY 2008 


Yo 
Wia 


REVIEWS 


extraordinary anti-imperialist gatherings resulted. In 1976, surrounded by 
FBI snipers on the banks of the Missouri River, in Sisseton Sioux country 
in southeastern South Dakota, Dunbar-Ortiz and Native American 
delegates met representatives from the Zimbabwean African National 
Union and independentistas from the Puerto Rican Socialist Party while 
attending the third International Indian Tréaty Council (IITC). Later, in 
Geneva, Dunbar-Ortiz worked with the head of the HTC, Cherokee artist 
and writer Jimmie Durham, a friend of Amilcar Cabral who coordinated 
with Mapuche leaders exiled from Pinochet’s Chile to organize the 
Conference on Indians in the Americas in 1977. 

When relations between Jimmie Durham, the IITC, and Dunbar-Ortiz 
soured in 1978, she became the UN representative of the African-Asian 
Peoples’ Solidarity Organization (AAPSO), which had grown out of the 
Non-Aligned Movement and the Asian-African Conference in Bandung, 
Indonesia, in 1955. With AAPSO, and through her work at the UN, 
Dunbar-Ortiz came of age politically. Though most of AAPSO’s 
representatives were men, Dunbar-Ortiz met Sri Lankan and Palestinian 
women, as well as Ellie Mozora, a Cypriot architect with whom Dunbar- 
Ortiz worked on women’s issues in the years that followed. 

Dunbar-Ortiz also worked with Rigoberta Menchu in New York and 
Geneva; from Rigoberta, she learned valuable lessons about “the 
importance of collectivity and community as opposed to individualism” 
(146). These connections—between African-American and indigenous 
liberation in the United States, national liberation movements in Africa, 
Asia, and Latin America, and feminist emancipation worldwide—testify 
to the vitality of revolutionary internationalism in the twilight of the 
period that opened with the end of the Second World War. They remind 
us of the ground we have lost. 


New Beginnings 


The Sandinista revolution burst onto the werd scene a year before 
Ronald Reagan was elected pledging to rid Nicaragua of its “godless, 
communistic” government, but President Carter laid the groundwork for 
what was to come (59, 62). Aged ‘forty-two, Dunbar-Ortiz spent 1980 
working at the UN in New York, before deciding that local organizing in 
New Mexico would have to give way to international work. Once there, 
she felt she could not sit back as Nicaragua burned in the flames of yet 
another Washington-led counter-insurgency war, so she resigned from 
the University of New Mexico, where she directed the Institute for 
Native American Development that she and activists from the Navajo 
Community College-Shiprock and others had founded in 1978. 

Skeptical of reports on Sandinista “atrocities,” Dunbar-Ortiz went to 
see for herself what was happening on the Miskito or Atlantic Coast of 
Nicaragua. In December 1981, as part of Operation Red Christmas, CIA 
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operatives blew up a Nicaraguan plane in Mexico City that Dunbar-Ortiz, 
on her way to a UN Conference,.was set to board (122-23). Long 
announced, the* war to overthrow the Sandinistas had begun. Dunbar- 
Ortiz engaged with the indigenous (Miskitus, Sumus, and Ramas) and 
African-Nicaraguan (Creole) peoples of the Atlantic coast grouped into 
Misurasata. She offered constructive criticism of Sandinista policy in the 
region where Misurasata demanded autonomy and self-determination. 
Sandinista supporters in the United States did not wish to hear Dunbar- 
Ortiz’s message: “I found it difficult to talk about the revolution because 
the supporters were so wedded. to their idea of Nicaragua as a kind of 
utopia and didn’t want to deal with the reality of the place” (109). 

Native American activists in the United States, such as Hank Adains 
and Russell Means, who was a veteran AIM leader, stepped into the 
public spotlight, siding with Washington against the Sandinistas, 
ostensibly in support of'indigenous rights for the Miskitu. The question 
of Miskitu refugees and indigenous rights, largely of the U.S. 
governments own making, had come to divide opinion on the 
Sandinistas not only in the United States, but in Canada and Western 
Europe as well. Dunbar-Ortiz spent much of the 1970s working to build 
unity among, and diplomatic support for, national liberation movements 
worldwide. Now, in the 1980s, as she sought to cut through the dense 
fog of propaganda and disinformation orchestrated from Otto Reich’s 
Office of Public Diplomacy for Latin America and the Caribbean, she was 
“both red-baited and denounced as a fraud for pretending to be Native’ 
American” (18). Dunbar-Ortiz was subject to rumor-mongering and 
character assassination. 

In 1982, Dunbar-Ortiz began’ drinking again, and did not stop until 
well after the Contra War ended. She provides an insightful account of 
how this period related to the early 1970s, since a sharp. sense of 
isolation and political defeat marked both moments: 


Turning to drink in 1982 was a repeat of my first bout of 
alcoholism a decade earlier, when the powerful resistance of the 
1960s began to implode. In the early 1970s, 1 had begun to feel 
increasingly isolated until | became involved with the American 
Indian Movement. Now again, in 1982, I felt that increasing sense 
of isolation: AIM was weakening and splitting, some leaders 
courting Hollywood, some even turning to cocaine... don’t think | 
could have done what I did in the next five years had 1 not been 
fueled by alcohol to dull the fear and live with the exhaustion. 
Although the life-threatening risks 1 took and what I believe | 
accomplished added up to perhaps nothing in the end—the 
Sandinistas were defeated—I! was a witness. (162) 


The stories that dot the pages of Blood on the Border, about ordinary 
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people living in extraordinary circumstances, at a specific time in a 
particular place, make the history of the U.S. government-financed Contra 
War against the Nicaraguan people human. We register the toll this 
period took on Dunbar-Ortiz and many others who, as she notes, did 
not survive. Dunbar-Ortiz’s careful attention to her own pain is matched 
by a capacity for empathy with others, which allows her to convey 
imperial counterinsurgency in some of its most intimate, terrifying 
dimensions—rape, torture, even dismemberment. It makes for 
uncomfortable reading. 

We know the bad guys won—Elliot' Abrams, John Bolton, Robert 
Kagan, John Negroponte, and John Poindexter. Along with Greg 
Grandin’s Empire’s Workshop: Latin America, the United States, and the 
Rise of the New Imperialism, Blood on the Border demonstrates that the 
right-wing coalition that rose to power when George W. Bush was 
“elected” in 2000—neoconservative ideologues, cowboy capitalists, 
revanchist militarists, and evangelical Christians—came together for the 
first time in Central America, with the intent of effecting “regime 
change” in Nicaragua and preserving a brutal status quo in Guatemala 
and El Salvador. Central America served as a regional laboratory for 
imperial counterinsurgency wars aimed at overthrowing foreign 
governments in the name of “democracy,” “freedom,” and “human 
rights.” After NATO atrocities in the former Yugoslavia under Clinton, 
such wars were then launched on a global scale under President Bush in 
the wake of 9/1. . 


Homecoming 


To close on a hopeful note with special resonance for those who have 
had the misfortune to come of age in the 1980s and 1990s: Dunbar- 
Ortiz’s life and work are testament to the tenacity and vitality of 
indigenous and national-popular movements in the Americas, and 
reinforce the centrality of feminism to those movements. Looking 
imperialism and counterinsurgency square in the face, indigenous and 
national-popular movements have advanced since the 1970s, however 
unevenly, with indigenous women playing increasingly important roles as 
heads of households, leaders, and spokespersons. The recent UN 
Declaration on the Rights of Indigenous Peoples codifies a series of basic 
demands, and reflects the effectiveness of the type of international 
lobbying and diplomacy efforts in which Dunbar-Ortiz has been engaged 
for more than thirty years. 

For the most part, repression through political terror, prior to or 
concurrent with the imposition of neoliberal economic policies in the 
1970s, 80s, and °90s, did not succeed in disarticulating and dismantling 
indigenous and national-popular movements in Latin America altogether, 
not even in Central America or Colombia. Through Chavez’s foreign 
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policy, Venezuela’s “Bolivarian revolutionary process” poses an 
unprecedented diplomatic threat to Washington’s legitimacy in the eyes 
of several hundred million of the hemisphere’s working people, not to 
mention nationalists around the world. In Argentina and Brazil, 
Presidents Kirchner and Lula have taken important steps toward the 
construction of a regional market, and are no longer amenable to IMF 
recipes. In Ecuador and Bolivia, indigenous movements have been at the 
forefront of national-popular blocs demanding new forms of political 
representation at the national, regional, and local levels, along with the 
nationalization of- natural reSources. With few exceptions, corrupt 
neoliberal parties have lost the upper hand in formal politics. From 
Mexico to Argentina, indigenous and national-popular movements have 
posed the question of who will govern whom, how, and for how long.. 

Perhaps inspired by the latest cycle of popular rebellion and political 
rebirth throughout Latin America, Dunbar-Ortiz has returned to academic 
scholarship. We should not be surprised: “I think we are becoming 
increasingly aware that history itself is an issue, often the issue: Who 
owns the history of the United States? Do we accept the history of the 
Latino and Anglo conquerors or the indigenous peoples in the Western 
Hemisphere?” (12). Readers can look forward to Dunbar-Ortiz’s 
-forthcoming volume on the history of the United States from an 
indigenous perspective, which will no doubt be informed by. hard-won 
wisdom acquired on the Miskito Coast. 

As readers, we are indebted to Dunbar-Ortiz for going to the Miskito 
Coast, for fighting to bring the story to light when it mattered, and for 
writing with generosity of spirit, honesty of emotion, and depth of 
insight, long after Central America faded from public consciousness in 
the United States. At its best, like blues, jazz, and country music from 
the southwest, Blood on the Border strikes notes that are haunting, 
plaintive, and tragic. It sings of love, loss, and loneliness, but also 
community, courage, and solidarity. 


Notes | 


l. Perry Anderson, “A Magical Realist and His Reality,” The Nation, January - 
26, 2004. 

2. Walter Rodney, The Groundings with My Brothers (Chicago: Frontline 
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4. Bettina Aptheker’s memoir, Intimate Politics: How I Grew Up Red, Fought 
for Free Speech, and Became a Feminist Rebel (Berkeley: Seal Press, 2006), 
is remarkable in its courage as well as its conception. 

5. Aijaz Ahmad, Iraq, Afghanistan, and the Imperialism of Our Time (Delhi: 
LeftWord, 2004), 23]. Like Ahmad, I prefer the term over the “new 
imperialism,” which assumes what needs to be demonstrated. 

6. Unsworth is quoted in Marcus Rediker, The Slave Ship: A Human History 
(New York: Viking, 2007), 12. See also, Derek Sayer, The Violence of 
Abstraction: The Analytical Foundations of Historical Materialism (London: 
Blackwell, 1990). 


EN 


Misrepresenting the process of European colonization of North 
America, making everyone an immigrant, serves to preserve the “official 
story” of a mostly benign and benevolent USA, and to mask the fact that 
the pre-US independence settlers, were, well, settlers, colonial setters, 
just as they were in Africa and India, or the Spanish in Central and 
South America. The United States was founded as a settler state, and an 
imperialistic one from its inception (“manifest destiny,” of course). The 
settlers were English, Welsh, Scots, Scots-Irish, and German, not 
including the huge number of Africans who were not settlers. Another 
group of Europeans who arrived in the colonies also were not settlers or 
immigrants: the poor, indentured, convicted, criminalized, kidnapped 
from the working class. 

—Roxanne Dunbar-Ortiz, “Stop Saying This Is a 
Nation of Immigrants!” MRzine, May 29, 2006. 
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$28.00. 


At the crossroads of Buenos Aires’s shopping district sits a posh 
mall called the Galerías Pacifico, a showcase for global brand names and 
a playground for Argentina’s rich. One day, a film crew descended to the ` 
basement. There they found an abandoned torture chamber, its\walls still 
etched with names, dates, and messages from political prisoners 
disappeared under the military junta. In The Shock Doctrine, Naomi 
Klein goes digging deep into the basements of global capitalism, from 
the torture labs of Latin America to the oil fields of Iraq, unearthing the © 
bodies and catching the culprits red-handed. In the process, she 
demolishes one of the great myths of our time: that free markets go 
hand in hand with free societies, and that globalized free enterprise 
brings peace and democracy. Instead, as Klein documents in this 
definitive history, the new world order is the product of three decades 
of free-market terror, torture, and shock. 

Ten years ago, the critics of capitalist globalization—Klein, author of 
the 1999 No Logo, among them—protested the market fundamentalism 
then being imposed on the world through backroom deals at the WTO 
and IMF. After September ll, we saw free markets increasingly enforced 
at the point of a gun in the hands of a resurgent state, to the tune of 
shock and awe. When Klein first set out on her research, she tells us, 
she believed that “everything had changed” after 9/1, that this “disaster 

capitalism” was a new invention. As she went on, it became clear that 
` the War on Terror, Iraq, and New Orleans, far from aberrations, were the 
continuation and culmination of thirty-five years of the “shock doctrine”: 
the exploitation of crisis to “erase and remake the world” in the image 
of the capitalists’ dreams. The underlying metaphor is that of torture, of 
the shock treatment developed by Ewan Cameron in the 1950s, which 
would later form the basis for the CIA’s interrogation manuals. Cameron 


Michael Gould-Wartofsky is a young writer and activist from New York City. He 
has been a part of student, labor, and international solidarity movements for much of 
his life. He can be reached at mgouldwartofsky@post.harvard.edu. 
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sought to “depattern” his patients with electroshock, to turn them into 
blank slates so they could be “reprogrammed” or “cured.” Klein argues 
that the disaster capitalists have sought to do the same—only to entire 
societies. 

The Shock Doctrine traces disaster capitalism to its ideological roots 
in the Chicago School of Milton Friedman, forcing a double take on the 
economist’s legacy of “capitalism and freedom.” Friedman and his 
“Chicago Boys” were the vanguard of the counterrevolution, taking shock 
therapy from its proving ground in Pinochet’s Chile to the rest of a 
traumatized world. Friedman understood that “only a crisis—actual or 
perceived—produces real change. When that crisis occurs, the actions 
that are taken depend on the ideas that are lying around.” Regarding his 
own ideas, he might have added, they depend on the force available to 
impose them on unwilling populations. Klein shows how neoliberal 
economics has come to dominate societies, not through a peaceful battle 
of ideas, but in each case, through a string of shocks: the first is a 
collective trauma—a coup, war, hyperinflation, or natural disaster—that 
leaves the public, disoriented and demobilized. The second is a program 
of economic shock therapy—privatization, deregulation, and deep cuts in 
social spending-—pushed through all at once before people can recover. 
The third is the shock applied in the secret prisons and in the streets to 
those who dare to resist. 

Leaving no stone unturned, combining P E, reporting and 
meticulous historical documentation, Klein goes on to follow the bloody 
trail of the shock therapists -and their shock troops around the world. 
She draws a clear line from Chile ‘and the Southern Cone in the 1970s to 
China and Poland in the 1980s to’ Russia and South Africa-in the 1990s, 
and full circle to the United States, Iraq, Israel, and South Asia in our 
own time. Some of this will not be altogether novel to readers on the 
_ left. The role of the corporations, the CIA, and the Chicago Boys in the 
rise of repressive regimes across Latin America, for example, is a familiar 
story to those who have been paying attention. Yet the dominant 
narratives, whether those of neoliberal think tanks or human rights 
NGOs, have obscured the relationship between the economic project and 
the political terror, between the shopping mall and the torture chamber. 
At last, Klein reconnects the dots and pulls out the threads running 
from Friedman, Ford, and ITT to the military regimes, irrefutably tying 
the one to the other and revealing the secret history of their economic 
“miracle.” 

Klein does not exempt the self-proclaimed democracies from her 
_ scathing survey. Since people around the world, given the choice, tend to 
‘reject free markets and embrace redistribution, their “unscripted self- 
determination...always hafs] been the greatest single threat to the 
Chicago Schoo] crusade.” Thus, shock doctors operating in ostensibly 
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democratic regimes need “democracy-containment,” taking key economic 
decisions off the table to be made behind closed doors. As dictatorships 
fell and the peoples of Latin America, Eastern Europe, and South Africa 
began to win political freedom, they were denied economic self- 
determination, their democracies “born in chains.” Facing economic 
warfare—the shock of hyperinflation, of crushing debt, of capital flight— 
all ruling parties, even ex-movements like Solidarity and the African 
National Congress, were led to sell out their base, sell off the public 
sphere, and bow before market fundamentalism. Some were eager 
customers, like Yeltsin and the oligarchs after the fal] of the Soviet 
Union, and Klein’s account of Russia’s years of shock therapy is 
devastating. So is her story of the Washington Consensus, pushed by 
international lenders as they exploited crisis after crisis to force 
“structural adjustment”—privatization, spending cuts, free trade—on the 
Global South. . 

_ The disaster capitalists have now come home to roost in the United 
States and, by extension, in the nations it has occupied. Perhaps the 
most striking and revelatory section of the book is Klein’s analysis of the 
“War on Terror” as a new economy, an analysis which has been sorely 
missing from the public discourse. The long war, as Klein shows, was 
outsourced from the outset, giving rise to a phenomenon she calls “the 
disaster capitalism complex—a full-fledged new economy in homeland 
security, privatized war and disaster reconstruction tasked with nothing 
less than building and running a privatized security state, at home and 
abroad” (299). From surveillance cameras and biometric technologies to 
privately built detention centers and military bases, Klein gives a 
thorough accounting of just how deeply enmeshed the private sector has 
been with the war and repression, destruction and “reconstruction” seen 
since 9/11. The lines between big business and big government have been 
eraSed, yielding a “corporatist state” that redistributes untold wealth 
upward from public funds to private firms and shapes foreign policy to 
private interests. Now, the complex appears to be perpetuating itself, 
generating an enduring economic incentive for war, militarism, and 
disaster, and a powerful disincentive for peace. 

The occupation of Iraq has brought the shock doctrine into plain view 
of a shocked world—and its “overshock” sparked a ferocious resistance. 
The war, as Klein reports first-hand, was really another attempt to erase 
and remake an entire society, “a creation of the fifty-year crusade to 
privatize the world...the purest incarnation yet of the ideology that gave 
it birth” (359). Contrary to the claims that there was “no plan” for Iraq, 
the occupation plotted a familiar course—shock and awe, then economic 
shock therapy, then the shocked bodies of Abu Ghraib. But there were ` 
unintended consequences, more disastrous than even the disaster 
capitalists could imagine. Insurgent flames were only fanned by their 
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privatized pillage of Iraqi industry and infrastructure—the selloffs of 
public firms, the layoffs of 500,000 state workers, the invasion of foreign 
corporations and contractors, and the armed robbery of Iraq’s oil money. 
The shock doctors could only: answer the resistance by dismantling 
democracy, repressing dissent, and torturing those suspected of standing 
in the way. Meanwhile, the system Klein calls “disaster apartheid,” 
marked by “Green Zones” and “Red Zones,” now stretches beyond 
Baghdad and across the world, from Israel and Palestine to post-tsunami 
South Asia and post-Katrina New Orleans. 

Yet in many of the places ravaged by disaster capitalism, we. find 
“shock resistance” and “people’s reconstruction” today on the upsurge. 
Klein reaches this hopeful note at the end of her book—citing stirring 
examples of contemporary resistance, along with an accounting for the 
crimes of the past, in Argentina, Bolivia, Chile, Venezuela, Lebanon, 
Spain, Thailand, and even the United States. Movements in many of 
these battlegrounds—with deep roots, long memories, and a new 
resilience—are turning back the free-market tide, rebuilding what 
disaster capitalism has destroyed, and proving another world still to be 
possible. Unfortunately, these movements and their histories never receive 
the attention they deserve in The Shock Doctrine, covered in a mere 24 
pages out of 466, almost as an afterthought. This cursory treatment may 
point to a deeper problem in perspective: If we see people simply as 
victims or objects of violence, battered and “depatterned” to the point of 
helplessness, and not as the historical subjects they are, in constant 
struggle against their torturers, we risk losing sight of the transformative 
possibilities of this struggle. While Klein sometimes pauses to recognize 
the resistance—for which the ruling class needs its cattle prods and 
taser guns—the people themselves demand a more central place. 

Some readers may also find themselves asking a simple question: Isn’t 
all capitalism disaster capitalism? Klein doesn’t seem to think so. The 
book does not entertain the possibility that the “shock doctrine” could 
simply mark the latest evolution of a system with five hundred years of 
disaster behind it. This is not the first time that markets have conquered 
the known world with such brutality, or that ruling classes have had to 
repress unruly populations to open up markets. Klein writes as if we can 
expect something much better to emerge and endure under the capitalist 
system, as if a capitalist state could transcend its corporate bottom line 
to give it to us. We end up getting a Keynesian wishlist: free markets 
mixed with strong public services, state investment, and corporate 
regulation. Rarely does she mention revolutionary alternatives, whether 
those crushed in the twentieth century or those rising anew in this 
century. Of the new movements in the South, she concludes they are 
“radical only in their intense practicality.” Yet a more accurate conclusion 
could be that they are practical in their intense radicality. They are at 
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once rebuilding what was, preparing for the next shock—and building 
new social and economic forms of democracy and solidarity that could 
hasten a world beyond the disaster of capitalism. 

Still, Klein did not set out to write another movement manifesto like 
No Logo. She set out to write the covert history of the “free-market 
revolution” and an explosive exposé of the real forces driving and 
profiting from today’s disasters. As such, The Shock Doctrine is a 
decisive triumph, a grand slam against the Chicago School team (after 
years of missed hits by the left). The popular reception of Shock, which 
has ranked among the bestselling books in the United States and has 
also been made into a short film, suggests that a critical left perspective 
may finally be breaking through the blinders of the mass media to a 
‘truly mass audience. With this book on the shelves, the neoliberal 
establishment will now have a harder time making the case that 
capitalism equals freedom and markets equal peace. Klein’s work has 
helped turn this debate upside down, that is, right side up. A book is 
not going to end the global onslaught of disaster capitalism, or the 
further shocks that may be on the horizon in Cuba, Mexico, Venezuela, 
Iran, and countless other economic and ecological war zones in the 
making. But as Klein has said, “Information is shock resistance. Arm 
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.The subprime mortgage crisis that emerged late last summer in the 
United States led to a massive seizure in the world financial system that 
has had capital staggering ever since. This has now carried over to the 
“real economy” of jobs and income. As reported in the Wall Street 
Journal on April 4, “The National Bureau of Economic Research probably 
wont say this for months. But why wait? The U.S. economy fell into 
recession sometime in January” (“Job Market Hints Recession Has 
Started”). World economic growth as a whole is expected to decline 
sharply this year. 

The natural question at this point is: How severe will the economic 
crisis be? The short answer is no one really knows. 

Some, believing that we may be headed toward a massive economic 
meltdown, ‘underscore the’ unprecedented perils associated with a 
financial system that has developed new complex investment vehicles 
beyond anyone’s comprehension. The traditional relations of lending 
- dominated by banks have now been taken over by what Bill Gross, chief 
investment officer of Pimco, a leading bond management firm, calls the 

“shadow banking system (meaning hedge funds, structured investment 
vehicles, all sorts of financial conduits)” (“The Big Picture Isn’t Pretty,” 
Kipsinger Personal Finance, April 2008). This new world of exotic 
speculative investments is portrayed as full of “nitroglycerin,” rife with 

“weapons of mass destruction,” and carrying lethal “viruses”—to refer to 
only a few of the alarming metaphors now commonly employed by the 
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financial press (“What Created This Monster?,” New York Times, March 
23, 2008). With tens of trillions of nominal dollars in credit default 
swaps alone circulating—not to mention other credit derivatives and 
financial instruments generally—this system of shadow finance has 
become massive, opaque, and unpredictable. Financial institutions are 
having growing difficulty valuing their assets or comprehending the chain 
reaction of defaults they may be facing. It would be an understatement 
to say that owners of capital are worried under these circumstances. 
‘With a recession now developing and the stability of the dollar 
increasingly impaired, a world financial meltdown and, economic collapse 
of epoch-making proportions is at least imaginable. 

Others, however, see the situation as approximating something more 
like a normal business cycle downturn—once the state has intervened to 
stave off financial collapse. They point to the extraordinary interventions 
of the Federal Reserve Board, most dramatically in managing the bailout 
of Bear Stearns and its absorption by JPMorgan Chase in March. The Fed 
in conjunction with the central banks in other advanced capitalist 
countries has been rapidly expanding its role as lender of last resort, 
lending out hundreds of billions of dollars in government bonds while 
taking as collateral mortgage based securities for which no market exists. 
Everyone knows that the government will eventually take the loss of 
billions of dollars on this collateral—most clearly on the collateralized 
debt issued as in the case of the Bear Stearns bailout as “non-recourse” 
(that is, the borrower need not repay the “loan” beyond what the 
collateral realizes). The message to the financial markets is clear: the 
vast impending losses, which would otherwise fall upon the major 
financial institutions, will be socialized. If such a message did not give 
“confidence” to the key financial market players the situation would 
indeed be truly grave. As we write, a semblance of confidence has for 
the first time been restored. Pointing to the quick recovery from the 
previous financial crisis (brought on by the bursting of the New Economy 
stock market bubble in 2000), the more optimistic analysts contend that 
the financial system is already stabilizing, and that this downturn will 
likewise be ‘short. Nevertheless, even leading spokespersons for this 
position, such as Federal Reserve Chairman Ben Bernanke, admit that 
there are considerable “risks...to the downside” in the present uncertain 
economic climate which could result in severe “damage” to the economy 
and “the unwinding of positions” throughout the financial system 
(Bernanke, “Testimony Before the Joint Economic Committee, U.S. 
Congress,” April 2, 2008). 

Yet, if the direction that the present economic crisis will take is still 
unknown, things are much clearer when we turn to the long-term, 
structural illness of the system, of which the current downturn is in 
many ways symptomatic. According to an argument that we have 
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presented for decades in these pages (most recently in “The 
Financialization of Capital and the Crisis” in the April 2008 issue of 
MR), the financialization of the capital accumulation process that has 
been taking place since the 1970s is rooted in the underlying tendency to 
stagnation of the advanced capitalist economies. In essence the system is 
so productive and the results of this enormous and growing productivity 
are so unequally distributed (real wages of most workers in the United 
States have stagnated for thirty years while profits have soared) that 
there is a continual amassing of investment-seeking surplus in corporate 
coffers and in the hands of wealthy individuals. Lacking sufficient outlets 
for this vast surplus in the “real economy,” capital has been pouring it 
into the financial superstructure, where new innovative financial 
instruments have been developed to absorb this excess money capital. 
This has served to lift the economy since the 1970s. Yet, the consequence 
has been the creation over the last few decades (and even more rapidly 
in recent years) of a vast shadow financial economy above and beyond 
the real economy. The bursting of the housing bubble, the subprime 
mortgage crisis, and the general financial crisis that followed can be 
viewed as signaling a crisis in this process of financialization. 

The best the masters of the U.S. system can hope for in the years to 
come is a deeper, more prolonged phase of economic stagnation, i.e. 
slow growth, weak employment, and growing excess productive capacity. 
As the United States moves—and it shall—to thrust the burden of its 
financial crisis onto the rest of the world, the resulting strains are 
bound to be global and unavoidable within the logic of really existing 
capitalist globalization. 

For those desperately looking for a solution to this problem within 
the system we have to say, frankly, that we can think of none. The most 
that can be done is to alter radically the nature of the system itself: a 
drastic redistribution of income and wealth in favor of those less well- 
off and a massive program of social investment on behalf of those who 
most need it. But capitalism is only capable of traveling down this road 
to a limited extent and only under extreme duress—and then once the 
pressure is off it reverts to its old ways. Sooner or later (provided 
nuclear or environmental catastrophe doesn’t stop the clock) the world 
will be forced to seek a better, more humane way. 

—April 6, 2008. 
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(continued from inside back cover) 
system as a whole. As Utsa Patnaik has said: 


If one looks at the history of targeting in other countries, it becomes 
clear that it has always been a prelude to winding up of state 
intervention in procurement. That has been the ultimate aim of the 
International Monetary Fund, the World Bank and the World Trade 
Organisation. They specifically say that the state should not intervene to 
buy and sell at prices other than global prices. The WTO agreement on 
agriculture states that for food security purposes, the government can 
maintain food stocks but then, at the same time, it says that the 
government cannot offer farmers prices that are higher than global 
market prices. Global prices are very volatile. The government’s role 
here is to protect both the farmer and the consumer. The whole 
rationale of the PDS lies in that. (Interview by TK Rajalakshmi, 
Frontline April, 2008) 


And indeed the targeted PDS has gone a long way to the destruction of the 
system. According to NSS Report on Public Distribution System and Other 
Sources Of Household Consumption, 2004-05, 58 per cent subsidised food 
grains do not reach BPL families, 22 per cent reach APL families, while 36 per 
cent are sold in black. Only 57 per cent BPL households have ration cards, 
while the homeless often do not have any. Only 28 per cent of the rural poor 
have benefited fromi any type of government food assistance schemes, and for 
urban areas the figure is just 9.5 per cent. Over half (51%) of rural households 
with the smallest landholdings (less than 0.01 hectares) do not possess ration 
cards that entitle them to monthly rations of rice, wheat, sugar and kerosene 
under the PDS. See, http://www.cseindia.org/programme/nrml/infocus- 
augustO7.htm A more effective means of “targeting” was Chidambaram’s budget 
proposal, in long overdue acknowledgement of the desperate agricultural cri- 
sis, to forgive bank debt to farmers. Of course the richest farmers have the 
largest outstanding loans and would benefit the most, and the poorest forced to 
subject themselves to the village usurers would benefit not at all. The neolib- 
erals are in fact not against subsidies that most benefit the rich. 

This introduction of “free market forces” into food production and distribu- 
tion has amounted to, in fact, murder. When at first, as was inevitable in a 
market system subjected to strong deflationary pressures from world and gov- 
ernmental authorities, prices shot down and ‘small farmers lost in sequence 
their profits, their lands and their lives. Then as world market prices for es- 
sential foods shot up—the result of the U.S. exporting its inflation to the rest of 
the world to finance its aggression in Iraq and the U.S. provision of vast subsi- 
dies to turn foodgrains into fuel—masses living in hunger are driven to the 
verge of starvation while foodgrains they cannot afford to buy accumulate in 
the godowns. We know that no long-term solution is possible absent revolu- 
tionary land reform, but neoliberal policies have brought the nation to the 
point where the vagaries of climate could produce famine not experienced in 
two generations. This desperate situation demands the immediate abolition of * 


targeting and the introduction of universal PDS with an effective system for 
public supervision. 
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When the issue is class struggle, everyone knows that today’s judiciary 


in India exhibits no qualitative difference from that of the British colonial . 


` fegime. When workers-.try to hold gate meetings, management goes to 
`. court and readily gets orders prohibiting meetings within a kilometre 
_ distance from the factory gate. When workers are forced to resort to 
strikes, then the police, judiciary, administration along with whichever 
parliamentary political party is in government become active, strikes are 
swiftly (even eagerly) declared illegal and proceedings bégin to suppress 
the protest by severe police force. The police have a distressing record of 
willingness to apply third degree methods and engineer lock-up deaths on 
management allegations against workers, and judicial intervention is to 
say the least rare. An open alliance of the highest court with one side of 
the class struggle is the only reasonable conclusion to draw from the 
recent decision in T.N. Rangarajan vs. State of Tamil Nadu, holding that 
workers lack any fundamental, legal or moral right to strike. But 
management can resort to lockouts or closure, evade payment of gratuity, 
eat away workers’ PF and ESI funds, and know that they face at worst 
insignificant penalties and never police action. 
For cultivators and,. especially, the most discriminated against 
communities in rural areas, the situation is yet worse. The neoliberal 
regime has seen a downward spiral marked by a rapid increase in 


extrajudicial killings by the police (so called “encounter deaths”). 


According to the: highly conservative figures of the National Human 
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After the Venezuelan Referendum Defeat 
MICHAEL A. LEBOWITZ 


I am certain that, like miany people these days, the first thing on your 
mind is the question of the referendum on reform of the Bolivarian 
Constitution—what the defeat means and where do we go from here. 
What I want to talk about today is not on that topic specifically, but it 
is related. 

Some people have said lately that they don’t know what the word 
socialism means. That was certainly a question raised about the proposed 
reforms. There were people who were determined to generate confusion 
and fear, and they were asking, what is all this talk about socialism in 
the constitution? Are we talking about Stalinism? Are we talking about an 
authoritarian society? 

No one who knows President Chavez’s speeches, however, should be 
confused about the specific socialist path that he has been stressing: it is 
a humanist socialism, a democratic socialism, a socialism from the 
bottom up. Look, for example, at his closing speech at the January 2005 
World Social Forum in Porto Alegre, Brazil, when he surprised many 
people by saying, “We have to re-invent socialism.” At that time, Chavez 
emphasized that “It can’t be the kind of socialism that we saw in the 
Soviet Union, but it will emerge as we develop new systems that are 
built on cooperation, not competition.” Capitalism has to be transcended, 
he argued, if we are ever going to end the poverty of the majority of the 
world. “But we cannot resort to state capitalism, which would be the 
same perversion of the Soviet Union. We must reclaim socialism as a 
thesis, a project and a path, but a new type of socialism, a humanist 
one, which puts humans and not machines or the state ahead of 
everything.” 

That is precisely the central focus of socialism for the twenty-first 





Michael A. Lebowitz is professor emeritus of economics at Simon Fraser University 
in Vancouver, Canada, and the author of Build It Now: Socialism for the Twenty-First 
Century (Monthly Review Press, 2006) and The Socialist Alternative: Real Human 
Development (Monthly Review Press, forthcoming). This talk was presented to 
members of communal councils, oil workers, and state legislators, among others, at 
4 the Legislative Assembly building in Barcelona, Venezuela on December 15, 2007, 
shortly after the defeat of the referendum on constitutional reform in Venezuela. 
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century as it is being constructed in Venezuela—the explicit focus is on 
human beings and, in particular, upon the concept of human 
development, building new subjects. And not only in Venezuela; the 
echoes can be found elsewhere. For example, Rafael Correa has been 
talking about a “citizen’s revolution” in Ecuador and said recently that 
“to advance that citizen’s revolution, we need a twenty-first-century 
socialism.” And, Correa pointed out that although people have suggested 
that this project be called humanism, he commented that “we are not 
impressed by that word; rather, we call our project socialism because it 
coincides with the socialism of Marx and Engels.” 

We should not be surprised by this emphasis. The goal of socialists 
has always been the creation of a society that would allow for the full 
development of human potential and capacity. You can see it in early 
nineteenth century socialists like Henri Saint-Simon, who argued that. the 
goal is to ensure that all members of society have the greatest possible 
opportunity for the development of their faculties. And this is what the 
Communist Manifesto says, too. In his early draft of the Manifesto, 
Friedrich Engels asked, “What is the aim of the Communists?” He 
answered, “To organize society in such a way that every member of it 
can develop and use all his capabilities and powers in complete freedom 
and without thereby infringing the basic conditions of this society.” In 
the final version of the Manifesto, Marx summed it all up by saying that 
the goal is “an association, in which the free development of each is the 
condition for the free development of all.”* : 

Think about that statement. It is saying that our goal cannot be a 
society in which some people are able to develop their capabilities and 
others are not; it is saying that we are interdependent, we are all 
members of a human family. This is our goal—the full development -of 
human potential. 

From his earliest writings, this was Marx’s vision. He talked about 
the development of what he called “the rich human being”—the person 
for whom her own development is an inner necessity, the person who is 
rich in both abilities and needs. This, for Marx, was real wealth—human 
wealth, “the developed productive power of all individuals.” He asked, 
“what is wealth other than the universality of individual needs, 
‘capacities, pleasures, productive forces...2” The goal, Marx insisted, is 
the “totally developed individual,” the “development of the rich 
individuality which is as all-sided in its production as in its 
consumption,” the “absolute working-out of his creative potentialities,” 
the “complete working out of the human content,” and the “development 
of all humanspowers” as “the end in itself.” 





* Most. of the quotations from Marx employed in this article are cited in full with 
source references in my books Build It Now (Monthly Review Press, 2006) and Beyond 
Capital (Palgrave Macmillan, 2004). 
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How can people develop their capacities? How do you get that full 


‘development of human beings? Marx’s answer was always the same— 
‘practice, human activity. This is precisely Marx’s concept of 


“revolutionary practice.” Revolutionary practice, he stressed, is “the 
coincidence of the changing of circumstances and of human activity or 
self-change.” This idea that we develop our capacities and capabilities 
through our activity appeared in one of Marx’s earliest writings. It is a 
theme which runs throughout his work. He told workers that they would 
have to go through as many as fifty years of struggles “not only to bring 
about a change in society but also to change yourselves, and prepare 
yourselves for the exercise of political power.” And, again, after the Paris 
Commune in 1871, over a quarter-century after he first began to explore 
this theme, he commented that workers know that “they will have to 
pass through long struggles, through a series of historical processes, 
transforming circumstances and men.” 

Always the same point—we change ourselves through our activity. 
This idea of the simultaneous change in circumstances and self-change, 
however, was not limited to class struggle itself. It is present in all our 
activities. We transform ourselves in the process of production. For 
example, Marx talked about how in production “the producers change, 
too, in that they bring out new qualities in themselves, develop 
themselves in production, transform themselves, develop new powers 
and ideas...new needs and new language.” In all this, there is the clear 
conception of the self-development of people through their activity. Marx 
commented that “when the worker cooperates in a planned way with 
others, he strips off the fetters of his individuality, and develops the 
capabilities of his species.” 

So, we cannot think about human development without human 
practice. If men and women are prevented from engaging in every kind of 
activity, how can they possibly develop fully? This should all be very 
familiar to you. It is all there in the Bolivarian Constitution. In fact, the 
first time I looked at the Bolivarian Constitution, I was struck by the 
relation of its central themes to Marx’s ideas. There, in Article 299, is 
the explicit recognition that the goal of a human society must be that of 


_ “ensuring overall human development.” Article 20 declares that “everyone 


has the right to the free development of his or her own personality,” and 
Article 102 focuses upon “developing the creative potential of every 
human being and the full exercise of his or her personality in a 
democratic society’—this theme of human development pervades the 
constitution. 

But human development is more than a goal in the constitution. A 


‘key characteristic of the Bolivarian Constitution is its focus upon 


precisely how people develop their capacities and capabilities—i.e., how 
overall human development occurs. Article 62 of the constitution declares 
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that participation by people in “forming, carrying out and controlling the 
management of public affairs is the necessary way of achieving the 
involvement to ensure their complete development, both individual and 
collective.” Let me stress that point: participation is the necessary way 
for your complete development, both individual and collective. And, the 
same focus upon a democratic, participatory, and protagonistic society is 
present in the economic sphere. This is why Article 70 stresses “self- 
management, co-management, cooperatives in all forms” and why the 
goal of Article 102, “developing the creative potential of every human 
being,” emphasizes “active, conscious and joint participation.” . 

` So, is the existing constitution Marxist? Is it socialist? No, because 
although the Bolivarian Constitution of 1999 focused upon the 
development of human capacity, it also retained the support for 
capitalism of earlier constitutions. That constitution guarantees the right 
of property (Article 115), identifies a role for private initiative in 
generating growth and employment (Article 299), and calls upon the 
state to promote private initiative (Article 112). Further, that constitution 
contained the special condition desired by finance capital’s policy of 
neoliberalism—the independence of the Central Bank of Venezuela. Why 
does imperialism want that in the constitution of every country? Because 
it says that it is not elected governments that should make critical 
decisions about an economy but bankers and those under their influence. 

In fact, you can see how much support there was for continued 
capitalist development by looking at the 2001-07 plan developed for the 
Venezuelan economy. While rejecting neoliberalism and stressing the 
importance of the state presence in strategic industries, the focus of that 
plan was to encourage investment by private capitalists—both domestic 
and foreign—by creating an “atmosphere of trust.” To this was added 
the development of a “social economy”—essentially a program to 
incorporate the informal sector into the formal economy. It is necessary, 
the plan argued, “to transform the informal workers into small 
managers” and to create “an emergent managerial class.” 

So, on the one hand, the constitution had a clear capitalist 
orientation. On the other hand, there was what I call the subversive 
element—the focus upon human development and practice. The 1999 
constitution was a snapshot of the balances of forces at that time. But 
were these elements really compatible? Can you have overall human 
development with capitalism? If you are true to the goal of human 
development through practice, don’t you require the development of a 
democratic socialism, a humanistic socialism? 

In fact, once you understand the logic of capital, you know that it can 
never lead to the full development of human beings. Why? Because the 
whole goal of capital is profits. That is what drives the system. To 
increase profits, capital does everything it can to increase its exploitation 
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of workers by separating them and turning them against each other. It 
compels people, for example immigrants and impoverished people from 
the countryside, to compete for jobs by working for less. It uses the 
state to outlaw or destroy trade unions, or shuts down operations and 
moves to parts of the world where people are poor and trade unions: are 
banned. From the perspective of capital, all this is logical. It is logical 
for capital to do everything possible to turn workers against each other, 
including using racism and sexism to divide them. Marx described the 
hostility in the nineteenth century between English and Irish workers in 
England-as.the source of their weakness: “It is the secret by which the 
capitalist class maintains its power. And that class is fully aware of it.” . 

While it is logical for workers to want a little security in their lives, 
to be able to plan their future, and raise families without being in a 
state of constant uncertainty, the logic of capital points in the opposite 
direction. The more precarious the existence of a worker, the greater her 
dependence upon capital. Capital prefers the worker who is always 
worried that capital will abandon her, leaving her without a job and with 
an uncertain future. Capital, wherever possible, prefers the occasional, 
part-time, precarious worker, the one with no benefits who will accept 
lower wages and more intense work. 

This is not the only example of how the logic of capital and the logic 
of human development are opposed. Think, for example, about nature 
and the environment. Human beings need a healthy environment, need to 
live with nature as the condition for the maintenance of life. For capital, 
though, nature—just like human beings—is a means for making profits. 
Treating the earth and nature rationally (from the perspective of human 
beings) is, Marx noted, inconsistent with “the entire spirit of capitalist 
production, which is oriented toward the most immediate monetary 
profit.” Capitalism thus develops, Marx pointed out, while 
“simultaneously undermining the original sources of all wealth—the soil 
and the worker.” 

And, there is so much we can add to this picture. What kind of 
people does capitalism produce? Think about the situation of workers: 
they work to achieve capital’s goal; they submit to the authority and will 
of capital; and they produce products which are the property of capital. 
Producing within this relationship is a process of “complete emptying- 
out,” “total alienation.” So we fill the vacuum of our lives with things— 
we are driven to consume commodities. Consumerism is no accident in 
capitalism, and capital constantly tries to create new needs in order to 
be able to sell commodities and make profits. 

But that is not the only way that capitalism deforms people. Marx 
described the mutilation, the impoverishment, and the “crippling of body 
and mind” of the worker “bound hand and foot for life to a single 
specialized operation.” Did the development of machinery rescue workers 
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under capitalism? No, it completes the “separation of the intellectual 
faculties of the production process from manual labor.” Now, “every 
atom of freedom, both in bodily and in intellectual activity” is lost. The 
worker is distorted “into a fragment of a man,” Marx insisted. He is 
degraded and “the intellectual potentialities of the labor process” are 
alienated from him. In short, in addition to producing commodities and 
capital itself, capitalism produces a fragmented, crippled human being 
whose enjoyment consists in possessing and consuming things. 

How could anyone think that the goal of overall human development 
stressed in, the 1999 constitution is compatible with capitalism? The 
logic of capital is the enemy of the logic of human development. Does 
not real human development require socialism? Does not the development 
of “the creative potential of every human being and the full exercise of 
his or her personality in a democratic society” called for in Article 102 of 
the constitution require socialism? 

Consider what President Chavez has called the “elementary dane? 
of socialism: (1) social ownership of the means of production, 
(2) production organized by workers, and (3) production for the 
satisfaction of communal needs and purposes. 

How can we talk about ‘the overall development of human beings 
without the social ownership of the means of production? It is the only 
way to ensure that our social productivity, the fruits of human activity, 
are directed to the free development of all rather than used to satisfy the 
private goals of capitalists, groups of individuals, or state bureaucrats. 

Further, how can we talk about the development of our capacities 
without new relations among producers—relations of cooperation and 
solidarity in which workers organize production? As long as workers are 
prevented from developing their capacities to combine thinking and 
doing in the workplace and prohibited from planning their activity at 
work, they remain alienated and fragmented human beings whose 
enjoyment consists in possessing and consuming things. 

Further, if you are not producing for others, you are producing for 
yourselves. But if workers carry out production for their private gain (as 
in cooperatives) rather than for the people in their communities and 
society, are they not looking upon everyone else as customers or 
competitors—i.e., simply as means to their own ends? Don’t they remain 
alienated, fragmented, and crippled? 

Understanding this elementary triangle of socialism is important 
because it points to the goal—human development. It is the only way to 
get there. If you don’t know where you want to go, no road will take you 
there. The question is: how do you get there from here? We can’t talk 
about socialism abstractly—it has to be built in specific societies. 

How do you get there from an economy which has been deformed by 
global capitalism and neoliberal state policies—an economy with massive 
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unemployment, both open and disguised in the so-called informal sector, 
and the obscene exclusion of so many people from basic prerequisites of 
human development like adequate education and health care? How do 
you get there from an economy with rich resources for manufacturing 
and agriculture but where both sectors have withered away because of 
the ease of importing with oil earnings? How do you get there from a 
society significantly characterized by patriarchy—one where women are 
overwhelmingly the poor, the excluded, the people lacking the basic 
premises for the opportunity to develop their potential? How do you get 
there from a rent-seeking society dominated by-a culture of clientelism 
and corruption and by a state bureaucratic incoherence that almost defies 
belief? 

Not easily. But there has been a beginning. We can see it in the 
redirection of oil revenues to the missions which are providing people 
with basic prerequisites for human development—education, health care, 
and adequate, affordable food. We see it in the training and support for 
the development of cooperatives (especially in agriculture) and the 
expansion of the state-owned sector by re-nationalization, joint ventures, 
and new state initiatives based upon existing resources. 

And, we see it in the important steps taken to develop éach side of 
the socialist triangle: expanding state property, which is one threshold to 
socialist property (because it is possible to direct state property to 
satisfy social needs); encouraging worker management in cooperatives 
and recovered factories, which is another threshold to socialism (because 
people in these enterprises develop: their capacities and learn the 
importance of solidarity); and, especially, creating the new communal 
councils which alone are able to identify the needs of their communities. 

That movement along the path toward a new socialism for the twenty- 
first century would have advanced further, too, with the proposed 
reforms to the constitution. These reforms were aimed at developing 
social property and encouraging the evolution of workers’ councils. They 
sought to promote the creation of free time so people could develop 
their capacities. And they envisioned the consolidation of the communal 
councils as organs of popular power within the constitution. These were 
reforms which would have moved considerably toward creating the 
democratic, participative, and protagonistic society that alone can achieve 
the human development which is the explicit goal set out in the 1999 
constitution. 

There are, of course, many obstacles along that path. We can see that 
immediately by the way that capitalist control of the media and the 
coordinated efforts of imperialist intervention and nurturing of an 
opposition were successful in frightening people. But we all know it was 
more than that; we all know that the combination of bureaucracy, 
corruption, and resistance to protagonism and decisions from below 
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continue to disappoint people whose hopes have been raised by the 
Bolivarian Revolution. 

When I write about developments in the process here in Venezuela, | 
always point out the obstacles: not only imperialism; not only the 
traditional capitalist oligarchy here with its enclaves of power in banking, 
media, latifundia, and import-processing; but also the corruption and 
clientelism within the Chavist camp which is the basis for the new 
“bolibourgeoisie.” These are people who I described last year as wanting 
“Chavez without socialism’—but who I think increasingly don’t want 
either socialism or Chavez. The other obstacle | always talk about, 
though, is the supporters of the process who argue that there is no place 
for worker decision making in strategic industries. 

I stress this last point because when we think about the three sides 
of the socialist triangle, we have to recognize that the failure to develop 
one side of the triangle necessarily infects the others. As I said, if people 
are prevented from using their minds in the workplace but instead must 
follow directions from above, you have the continuation of the crippling 
of body and mind—producers who are fragmented, degraded, alienated 
from “the intellectual potentialities of the labor process.” And, it 
necessarily infects—as it did in the Soviet Union—the whole project of 
trying to build socialism. How can that not affect the socialism you are 
building? Because not only is there alienation in production but also 
theré is the constant production of needy people, people who are driven 
by the need to consume. How is it possible to talk about producing for 
communal needs and purposes when the needs that are produced. are 
alienated needs that constantly grow? 

In other words, there are many obstacles to building a new socialism 
here. And, the defeat of the referendum may be a defeat that can be 
turned into an advance if people recognize that it points to the necessity 
to struggle against those obstacles. 

Socialism does not drop from the sky. It is not a gift from those who 
know about socialism to those who do not. It is not a Christmas present 
to those who have been good all year. When you understand the concept 
of revolutionary practice, that concept of the simultaneous changing of 
circumstances and self-change that is embodied in the 1999 constitution, 
you recognize that the building of socialism is the simultaneous building 
of socialist human beings. And, you recognize that it occurs through 
your own struggles, your own practice. 

This is a point that President Chavez understands perfectly. On Aló 
Presidente no..279 (March 27, 2007), he commented on my book, Build It 
Now, and he stressed the importance of building new socialist human 
beings and how there is only one way—practice. Specifically, he said that 
“We have to practice socialism, that’s one way of saying it, have to go 
about building it in practice. And this practice will create us, ourselves, 
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it will change us; if not we wont make it.” 

So, how is it possible to build those new socialist human beings and 
new socialist relations now? I think the most important practice required 
at this time is to build the revolutionary democracy which is embodied 
in communal councils and workers councils. Not only are these steps 
toward identifying the needs and capacities of communities and workers 
but they also are a way of building the capacities of the protagonists and 
fostering a new social relation among producers, the relation of 
associated producers based upon solidarity. 

-© When I call this a process of revolutionary democracy, I am definitely 
not talking about democracy in the sense of voting every few years for 
someone to make decisions for you. No—I mean democracy in practice, 
democracy as practice, democracy as protagonism. Democracy in this 
sense—protagonistic democracy in the workplace, protagonistic 
democracy in neighborhoods, communities, and communes—is the 
democracy of people who are transforming themselves into revolutionary 
subjects. 

Think back to the elementary triangle of socialism: social property 
with social production organized by workers to meet the needs of 
society. Building those three sides is at the same time the process of 
building new socialist human beings—the rich human beings whose 
protagonism is necessary for “their complete development, both 
individual and collective.” 


Es ' 


Which comes down to saying that the salvation of Europe is not a 
matter of revolution in methods. It is a matter of the Revolution—the 
one which, until such time as there is a classless society, will substitute 
for the narrow tyranny of a dehumanized bourgeoisie the preponderance 
of the only class that still has a univergal mission, because it suffers in 
‘its flesh from all the wrongs of history, from all the universal wrongs: 
the proletariat. 

—Aimé Césaire, Discourse on Colonialism 
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The Danish Disease 
A Political Culture of Islamophobia 
ELLEN BRUN AND JACQUES HERSH 


_ In trying to comprehend the virus‘of Islamophobia now infecting 
Europe, the small country of Denmark offers powerful insights. 
Shakespeare’s phrase that “something is rotten in the state of Denmark” 
seems appropriate to describe the transformation taking place in this 
former bastion of tolerance and conviviality. 

In the course of one generation, beginning in the 1980s, a process has 
alrered the ideal picture that many informed people throughout the world 
had of Danish society. The transition has been dramatic and the end 
point of the process difficult to fathom. Even politically aware Danes are 
somewhat at a loss to explain what exactly has been happening to the 
Danish political culture. 

The Danish body politic has of course never been an undifferentiated 
monolith. The Second World War was an ambivalent chapter in the 
country’s history. Although there were substantial pro-Nazi sentiments 
among the upper sections of the population and the Danish government 
collaborated with the German occupation forces, there was an armed 
resistance movement and ordinary Danes helped a considerable number 
of Danish Jews escape to neutral Sweden. 

In the postwar era, the Social Democratic Party benefited from the 
general progressive mood of the population. In the context of the defeat 
of Nazi-Germany and its Danish sympathizers on the one hand, and the 
existence of strong pro-Socialist sentiments within the working class on 
the other, Social Democracy aimed at humanizing capitalism through the 
construction of a “welfare state.” The project of “capitalism with a human 
face” served a variety of political purposes. It neutralized the 
anticapitalism of the working class while preserving the interests of the 
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capitalist class. It also offered a counterpoint to the Soviet model of 
state socialism with regard to the post-colonial world. Especially in 
Africa, comparatively generous and effective Danish development 
assistance, implemented by Social Democratic governments, promoted an 
alternative to strategies of self-reliance or dependency on the socialist 
bloc. The vision of “capitalism with a human face” was thought 
accomplished, until the liberalization of capital controls in the 1980s and 
the onslaught of neoliberalism began to dismantle the “welfare state.” 
Paradoxically, what had been considered a Social Democratic project was 
not defended by the Danish Social Democratic party. 

Significant changes in the demographic composition of the population 
took place parallel to the socio-political evolution of the country. This 
was principally related to the three phases of Muslim immigration which 
were, in turn, a function of the need of Danish capitalism for labor 
power, and later the result of political disturbances in predominantly 
Muslim countries. 

The first influx of immigrants, in the late 1960s and early 1970s, came 
from Turkey, Pakistan, Morocco, and Yugoslavia to find work in 
Scandinavia. The end of the “golden age” capitalist boom of the 1960s 
also hit Denmark, with the average annual GDP growth falling from 4.6 
percent in 1960-73 to L5 percent in 1973-82. And as Danish women 
started entering the labor market in large numbers, the need for “guest 
workers” decreased. Unemployment soared from the 2 percent level of 
the 1960s and early 1970s to rates well over 6 percent in the mid 1970s, 
and “guest worker” immigration ceased for good. The second wave of 
immigration in the 1980s was composed of political refugees who came 
predominantly from Iran, Iraq, and Palestine, and a third wave of political 
refugees arrived in the 1990s, mainly from Somalia and Bosnia. The 
category of asylum seekers accounts for about 40 percent of the Danish 
Muslim population as it came to include the reunification of families and 
marriages. In 2002, the Folketing, the Danish parliament, passed a law 
making such reunifications much more difficult as well as countering 
arranged marriages in the country of origin. 

' From a political perspective, it is interesting that most asylum seekers 
came from regions affected directly or indirectly by the policies of the 
United States or its allies. This applies especially to the Middle East 
where the United States and Israel have had a direct responsibility for 
the region’s political evolution. The experience and integration problem 
of the asylum seekers is quite distinct from that of the foreign workers 
who filled a temporary gap for labor power. Many in the latter category 
decided to remain in Denmark and obtain Danish citizenship. This variety 
of cultures and political backgrounds makes it difficult to speak of the 
Muslim community as a homogenous bloc. An understanding of why 
these different people came to Denmark is seldom evident in the on- 
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going debates about the Muslim immigrants. 

The Danish People’s Party, a successor to a populist anti-tax party, 
taking advantage of the latent xenophobia in the Danish population, put 
the issue of immigration at the center of the domestic political agenda 
from its founding in 1995. In recent years, however, the center-right 
government, supported by this populist party, has internationalized this 
domestic anti-Muslim antagonism by placing the country at the forefront 
of military intervention in Muslim countries. Not only was Denmark an 
original member of the “coalition of the willing” in Iraq and an active 
participant in the war against the Taliban in Afghanistan, but the Danish 
social landscape has evolved into one of those most hostile to Muslim 
immigrants. 

It was in this context that Denmark made international headlines, 
when the newspaper Jyllands-Posten published twelve offensive cartoons 
of the prophet Mohammed on September 30, 2005. Not only were the 
illustrations reminiscent of anti-Semitic caricatures in Nazi Germany, 
they were fundamentally insulting to the religious creed of Islam which 
forbids depictions of the prophet. Muslims in Denmark grieved while the 
pros and cons of the newspaper’s action were.discussed in the media. 

Given this background, the intriguing question in this context is why 
this provocation took place and who benefited from it. Was the reason 
as straightforward as the cultural editor of.the paper claimed? That is, as 
a step to preserve or enhance the democratic right of “freedom of the 
press” and “liberty of expression,” which the Jyllands-Posten claimed 
were endangered by the media’s self-censorship toward Islam. The 
alleged motivation for publishing the cartoons might have been credible 
had the paper been a traditional bastion of democracy. But the group 
behind the paper has a dubious ideological and political history. Their 
editorial line was pro-Nazi- during the Second World War and militantly 
antisocialist and anticommunist, as well as vehemently pro-American, 
during the Cold War. The Jyllands-Posten remains an ardent supporter of 
Israel’s policies in Palestine, a warm partisdn of Danish military 
participation in the wars in Muslim countries, and hostile to third world 
immigrants. The appalling irony is that it is this organ of the press that 
donned the mantle of champion of “freedom of expression” and implicitly 
contributed to setting the infamous thesis of “clash of civilizations” on 
the ideological and socio-political agenda. 

The cartoons were not only meant as a provocation against religious 
sensitivities. More important, their publication was a clarion call to the 
media to overcome their restraint and participate actively in the 
mobilization of opinion against the Muslim population. In other words, 
this attack was intended to influence the political culture of the Danes in 
the direction of Islamophobia. Without falling prey to conspiracy theory, 
it should be mentioned that the responsible editor, Fleming Rose, has a 
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close relationship to Danie] Pipes, the director of the Zionist 
neoconservative Middle East Forum in the United States. Rose had also 
been a visiting scholar at the United States Institute of Peace, a U.S. 
government outfit heavily involved in the administration of occupied 
Iraq. i 

Until the publication of the caricatures, most Danes would in fact 
have been surprised to learn that freedom of the press or expression was 
under threat in their country. Anti-immigrant bashing had long been part 
of the editorial line of populist tabloids. The written media are organized 
around three press concerns, and a few independent dailies while 
television and radio have both state and private sectors. Under the 
existing conditions, there is absolutely no serious menace to the 
bourgeois control of the press and its freedom of expression. This is, 
however, far from being the case for left-wing opinion. With the defeat 
of socialism, and “reforms” in the postal system discriminating against 
small publications, the left-wing press has been decimated. If there were 
to be a serious complaint about lopsided freedom of expression it should 
come from leftist intellectuals who are often refused access in the 
mainstream media under various excuses! _ : 

In the post-9/ll context, given the: latent xenophobia toward 
immigrants from third world countries and especially Muslims, claiming 
to defend freedom of expression by publishing these cartoons is 
disingenuous at best. Freedom of expression is not enhanced by stepping 
on the religious sensibilities of a minority of the Danish population and 
the one and a half billion Muslims in the world. It is telling that 
although the cartoons were reproduced in some European countries, 
neither the British nor the U.S. press followed their lead. 

The publication of the cartoons resulted in a diplomatic row. Less 
than two weeks after the date of their publication, the ambassadors of 
eleven Muslim countries addressed a letter to the Danish government on 
October ll, 2005, asking for an audience with the prime minister in 
order to discuss a reasonable solution to the issue of the insult to Islam. 
In diplomatic practice a request by accredited ambassadors is normally 
acceded to. But in this case the meeting was refused on the ground that 
the government of a democracy could not assume responsibility for what 
the press sees fit to print. Accordingly, there was nothing to discuss. 
This undiplomatic refusal was sharply criticized by twenty-two former 
ambassadors who considered the publication of the caricatures to be an 
aggressive provocation. A previous foreign minister who happens to be 
the former leader of the same Liberal Party to which the current prime 
minister belongs, supported this criticism. Another attempt at damage 
control was a private letter from the Egyptian prime minister to his 
Danish counterpart. But there was no reaction and months went by. 

Finally, as a protest against the official position, a boycott of Danish 
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products started in different Muslim countries causing substantial losses, 
especially to the dairy industry. In February 2006, violent demonstrations 
against Denmark took place in cities of the Middle East and South Asia. 
Besides the nearly 150 demonstrators killed, Danish embassies were 
scorched in Damascus and Beirut. The Danish flag was burned and 
trampled upon. Shown on television these reactions released surprise, 
shock, irritation, and fear in the Danish population. “Why do they hate 
us?” Also shown on TV at the same time was a sequence of the leader of 
the xenophobic Danish People’s Party hoisting the Danish flag on her 
lawn. 

During the course of 2007, the situation stabilized. Danish cheeses 
were sold again in supermarkets in the Middle East and South Asia. The 
ideologues of “freedom of the press,” who support the government’s 
violation of international law through Danish participation in wars on 
Muslim soil, had made their point: Muslims in Denmark had to 
internalize the hard “lesson” that in a democracy where religious freedom 
is respected, insulting a specific religion is considered a democratic 
right! In other words, this was secularism on steroids, directed against 
Muslims. The irony is that in Denmark there is no separation of church 
and state: the Evangelical Lutheran church is subordinated to the 
Ministry of the Church and funded by the state. 

In the sphere of international politics, during the same year, the 
government scaled down the country’s military engagement in Iraq while 
strengthening it in Afghanistan. During the electoral campaign last 
November, the participation of Denmark in both these conflicts was 
hardly even mentioned except by the small leftist party, Unity List, 
which consistently opposed both wars. The liberal-conservative coalition, 
supported by the Danish People’s Party, was returned to power for a 
third period, albeit with a narrower majority. 

It was in this general post-crisis climate that a new bombshell was 
dropped on the political class. A Danish-made documentary, shown on 
the public state television station DR 1 on February 6, 2008, confirmed 
the persistent rumors that the CIA had used both Copenhagen Airport 
and the airport of Narsarsuaq in Greenland for undercover transports of 
alleged “enemy combatants.” The revelations that the secret U.S. 
“extraordinary rendition” program had used Danish airspace for 
transporting prisoners to destinations where they would be tortured thus 
. came to the attentian of public opinion, thereby putting the credibility of 
both the government and the secret service in doubt. 

Although a staunch ally of the United States in the “war against 
terror,” with participation in the wars of Iraq and Afghanistan to prove 
it, the government had consistently denied any knowledge of secret CIA 
transport of alleged terrorists using Danish stopovers or the territory of 
semi-autonomous Greenland. In a comment on the documentary, the 
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prime minister, Anders Fogh Rasmussen, declared that the government 
“will be looking into what happened and if need be, ask the Americans 
for explanations.” He also stated that unauthorized use of Danish airspace 
would be “unacceptable.” He supposedly raised the issue with his close 
friend President Bush during his recent private visit to Camp Crawford. 

This affair, however, is not entirely new. In 2005, the authorities 
acknowledged ‘that at least fourteen suspected CIA flights had entered 
Danish airspace since 2001, but claimed they had no knowledge of the 
nature of the passengers. At the time, the request in parliament by the 
Unity List for an impartial investigation was dismissed. But now the 
television documentary made clear that what took place was in fact the 
transport of “prisoners.” The lingering question was therefore whether 
this had taken place with or without the permission of the authorities. 

The secret service contended that it was not informed of illicit 
transports by the United States in violation of Danish jurisdiction. The 
left of center opposition in the parliament, including the two 
parliamentarian members from Greenland, demanded an impartial 
investigation. Although on the defensive, the government nevertheless 
refused such an inquiry, preferring to carry out its own investigation. 
Having been elected by the narrowest of margins, the votes of the 
parliamentarians from Greenland were essential for a defeat of the 
government. In this context, members of the governing party coalition 
displayed remnants of an imperialist mentality. They threatened to resort 
to collective punishment against the former colony by cutting state 
subventions to Greenland if the two parliamentarians were to vote on an 
issue the government viewed as a matter of internal Danish politics. 
Thus, regardless of the fact that CIA landings had violated Greenland’s 
sovereignty, and its people had been kept in the dark because of the 
Danish authorities’ incompetence or acquiescence, right-wing politicians 
went on the attack by challenging Greenlanders’ political rights. 

Danish parliamentary politics, characterized by a deficit of integrity 
on the part of several members of the opposition, prevented the matter 
from coming to a head. As a result the governing coalition was able to 
muster a majority for its position concerning an _ investigation 
commission. Meanwhile, the sensitive relationship between Denmark and 
Greenland had been further damaged. Nationalism was strengthened and 
some Greenland politicians renewed the call for complete independence 
from Denmark. It is worth noting in passing that Greenland is a 
repository of valuable natural resources that will affect the future of this 
relationship. 

The commotion brought about by the documentary had barely 
subsided, with the government just managing its credibility gap, when a 
new affair was to shake the Danish political scene. The disclosure of the 
incompetence (or complicity) of the authorities in the illegal 
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transportation of prisoners had stained the government as well as the 
secret intelligence service. But less than one week after the showing of 
the aforementioned damaging documentary, an event took place which 
refocused public attention. In the early hours of February 12, 2008, the 
secret police arrested three Muslim men under the accusation of plotting 
to assassinate one of the Mohammed cartoonists. The suspects, a 
Moroccan with Danish citizenship and two Tunisian nationals, had been - 
under police surveillance for months. By “coincidence,” the secret police 
was again seen as displaying its expected professionalism by saving the 
life of one of the heroes behind the original campaign for press freedom 
and liberty of expression. Not only was public opinion gratified to learn 
that the secret service was doing its work in a competent manner, but 
the debate could return to the question of freedom of the press and 
Islam-bashing. 

While most of the print media had previously refrained from- 
reprinting the caricatures of Mohammed, in deference to the sensitivities 
of Muslims, the mood had now changed. This time, the country 
witnessed a surge on the part of the media. Upon learning about the 
arrest of the three men, allegedly for plotting to assassinate the 
cartoonist who had depicted the prophet with a stick of dynamite in his 
turban, the entire press—starting with Jyllands-Posten—reproduced the 
cartoon. According to the various editorials this was done in solidarity 
with the targeted cartoonist and as a reiteration of freedom of the press. 
The context, between then and now, as an editor of the center-left paper 
Information put it, was different: “Information chose not to print the 
cartoons first time around. Back then we felt that they were a clear 
provocation against the Muslim community. Not this time though. People 
have been plotting to kill an innocent seventy-three-year-old man. This is 
completely unacceptable.” According to this liberal way of thinking, the 
fact that three alleged killers were taken into custody for plotting a 
religiously motivated murder made provoking the entire Muslim 
community acceptable! ' 

The affair became complicated as the secret police bypassed legal 
- procedure in ordering the two Tunisians (both with permanent resident 
permits) to be deported to their country of origin. Strange as it may 
seem the Danish-Moroccan plotter was released the following day. In the 
case of the other two, the old principle in Western jurisprudence that a 
person is innocent until proven guilty was rescinded. An anti-terrorist 
law had been passed in the parliament after 9/11 giving the authorities 
the right to accuse Danes and deport aliens without judicial procedures. 
This was the first case of this type. Denmark hasn’t experienced a single 
terrorist attack on its territory. Criticism was raised at this way of 
treatirig suspected criminals. The former operative chief of the secret 
police, Hans Jorgen Bonnichsen, was quoted as saying that not taking 
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the case to court implied that the police didn’t have a strong case. 
Another voice of dissent came from the representative of the Danish 
Barristers’ Organization, Henrik Stagetorn. He questioned the violation 
of the rights of accused individuals to have charges against them legally 
tested. As he put it: “In Denmark it is now possible to be stamped 
‘enemy of the state’ and then be deported without due process.” In 
effect, the alleged plot to murder an individual was elevated to the level 
of a crime against the state. 

Even the Minister for Integration, under whose authority deportation 
is to take place, deplored this type of administrative procedure and 
voiced disappointment at the anti-terrorist law of 2001 which her own 
party had promoted. The case is still not closed, and the deportation 
has not yet been effected. The authorities are a bit cautious because 
Tunisia is on the list of countries that torture prisoners. Therefore, 
sending these men to that country would be in violation of international 
conventions. 

Regardless of the lingering uncertainty concerning the guilt and fate 
of the suspects, the Danish press instinctively applied collective 
punishment against the Muslim community by showing its dedication to 
“freedom of the press.” The spokesman for the “Islamic Faith 
Community,” Kasem Ahmad, criticized the press for nurturing a 
radicalization of young Muslims by republishing the cartoons. Concerning 
the decision to deport the two Tunisian suspects, he found such a 
procedure to be at odds with the ideals of a state governed by law. “The 
right to have the accusation tested by a court of law should apply 
regardless of nationality, resident status, and without regard to the 
alleged crime. Especially in case of suspicion for serious crimes it can be 
even more necessary to have sharpened judicial control.” Kasem Ahmad 
acknowledges the right of the press to publish the cartoons but maintains 
that the critics must also have the right not to applaud their publication. 
He insists that the Danish Muslims accepted the court decision that 
confirmed the right of Jyllands-Posten to publish the cartoons the first 
time around; but their reproduction subsequently was an affront. He was `’ 
also quoted in the daily Politiken for pointing out that “We support all 
measures in the fight against all types of extremism. We are willing to 
cooperate with the authorities in the struggle against a radicalization of 
Danish society.” 

In the Muslim world, there were renewed demonstrations against 
Denmark, and an economic boycott of Danish products has once again 
been implemented in certain countries. Demonstrators in Afghanistan 
(including members of the parliament and students) have burned the 


' Danish flag and demanded the withdrawal of Danish and Dutch troops. 


The foreign minister of the U.S.-installed Kabul regime also criticized 
the publication of the cartoons during an official visit to Denmark. 
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Parallel to the arrest of the alleged assassins and the reproduction of 
the Mohammed cartoon by the print media, Danish society was wreaked 
by disorders in different cities and towns for about one week. 
Reminiscent of what happened in France two years ago, second- 
generation immigrants set cars on fire and burned down schools. The 
opinion among social workers as well as some police officials was that 
these riots had little to do with the Mohammed cartoon crisis. 

Contrary to the opinion of the prime minister, who refuses to see any 
implicit responsibility of society in the disturbances, the consensus 
among: qualified observers is that Danish society has in its midst a 
significant number of young people who are maladjusted and feel 
maltreated because of the social conditions they live in as well as the 
constant harassment they feel subjected to. As far as the parents are 
concerned, besides being discriminated against themselves, they have 
difficulties controlling their teenage children. Seen from a sociological 
perspective, the formerly homogenous Danish society has had difficulty 
absorbing the influx of immigrants from the third world in general, and 
from Muslim countries in particular. The labor market in this high-tech 
economy is no longer providing good jobs to non-qualified laborers as it 
did only a generation ago. 

The convergence of the events mentioned above turned February into a 
rather long month for Danish society. The risk is that the rift between 
ethnic Danes and the Muslim community will grow larger and that 
demagogy will gain the upper hand. What is at issue is how the political 
culture and mentality of the population will evolve. The signs are that 
intolerance, which not so long ago was still at the margin of public 
acceptability, is becoming part of the political common sense. A report 
by the World Economic Forum issued at the beginning of the year stated 
that the fear of Islam and the Muslim world is bigger in Denmark than 
in any other country. On the positive side, an opinion poll recently 
revealed that 58 percent of the Danish population felt that the 
republication of the Mohammed cartoon had been unnecessary. 

An omen of what may lie ahead is that segments of the left have not 
been immune to the virus of Islamophobia. Besides having had to face 
the challenge of xenophobia in Danish society, for which it was 
unprepared, the “left of the left” has since the 1990s had to absorb the 
ideological onslaught of postmodernism and crude antisocialism. All the 
shortcomings of “really existing socialism” are used against the leftists 
who have refused to recant or abandon the struggle against capitalism 
and imperialism.. What could be a positive debate on these issues often 
takes place on premises established by the liberal press and under its 
control. The paradoxical result is that freedom of expression for the left 
is limited by the really existing “freedom” of the mainstream press: to 
freely choose to promote or suppress opinion! 
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For the political parties to the left of Social Democracy, participation 
in the electoral process often demands adjustments and the relinquishing 
of ideological and political positions. The Socialist People’s Party (SF) 
offers a good example of the degree of opportunism necessary to become 


accepted in mainstream politics. At the last election the SF did rather 


well, becoming the third largest party in the parliament. Through its 
charismatic leader, it has attracted voters from the Social Democratic 
Party because of the latter’s incompetent leadership and lack of a clear 
program. The SF was able to capitalize on the difficulties of the leftist 
Unity List, which chose a young religious Muslim woman as one of its 
candidates. A public discussion on the question of the headscarf took 
place in the bourgeois press and was used to suppress the political 
message of the Unity List. 

As the most influential political formation on the left, the SF after its 
recent electoral success has retreated from opposition to wars and regime 
change in the Muslim world, thus moving in the direction of the foreign 
policy followed by the Danish government. With regard to the European 
Union, the party seems suddenly to accept the center-right proposal for 
approval of a European Union constitution without a popular referendum. 
This is in contradiction with the party’s own principle that all along 
called for a democratic vote on an issue that will decrease national 
sovereignty. The new course by the SF was not brought to the attention 
of the public during the electoral campaign of November last year. The 
party which calls for a “here and now” political strategy is ideologically 
and politically pragmatic. It has consequently long aimed at becoming 
part of the governing elite. 

Moreover, in relation to the thriving Islamophobia in large segments 
of the population, the leadership of the SF appears to have joined in the 
glory of Islam-bashing from a “leftist” position. The launching of SF’s 
new line towards Muslim immigrants is a recent development. A golden 
Opportunity presented itself when the spokesman for the Islamic Faith 


` Community and other moderate imams took part in a demonstration 


wor 


arranged by the fundamentalist organization Hizb ut-Tahrir to protest the 
reproduction of the Mohammed cartoon. The argument can be made that 
this participation was not a very wise decision given the present political 
climate in Denmark. Consequently the critical reaction on the part of the 
press and leading politicians from all parties (with the exception of the 
Unity List) was prompt and harsh. Given that it is on the margin of the 
Muslim community, this focus on the outlandish Hizb ut-Tahrir ironically 
gives the organization greater importance than it deserves. 

In his personal blog, Villy Sovndal, the leader of the SF, attacked 


‘both members of the moderate Islamic Faith Community and the 


extremist Hizb ut-Tahir in a tone and vocabulary reminiscent of that 
utilized by the xenophobic Danish People’s Party. More worrisome is the 
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fact that he now regrets his criticism of the original publication of the 
cartoons by the Jyllands-Posten and approves of the paper’s crusade in 
the name of the “free press.” In following such a course, the SE comes 
close to legitimizing the politics of the demonization of Islam; a strategy 
that has become the benchmark of right-wing politics both on the 
national and international levels. More troubling is the fact that this 
position blurs the fundamental question of a critical understanding of 
bourgeois democracy. In a complete surprise to the SF electoral base, 
Villy Sovndal. clarified his political position in an interview with the 
paper Nyhedsavis on May 1, the international labor day, by saying: “The 
overthrow of capitalism is neither part of our praxis nor of our theory.” 

The ramifications of the evolution of the Danish political landscape 
exemplify a process that may also be observed in other countries in 
Europe. This is uncharted territory for European socialism. An offensive 
posture by socialists in defense of bourgeois rights in ‘capitalist society 
confuses many issues. Although some. extreme Islamic organizations in 
Europe have a discourse of promoting another type of society that would 
be in counterpoint to the Western ideal types, including socialism, it 
doesn’t make. them ` automatically subversive. Progressives need to 
remember that communists and anarchist parties in the past promoted a 
discourse ofsanticapitalism and worked for the overthrow of capitalist 
democracies! ' : 

Under the conditions of really existing capitalism, socialists should 
be aware that ghosts from the past still haunt our societies. What seems 
to be lacking in the critical frame of reference of Danish center-left 
politics is that a substantial segment of the population is responsive to 
_ xenophobic demagogy and that the most serious menace is to be found 
in the apparent change taking place in the political culture of society. 
European socialists ought to remember the warning by August Bebel that 
anti-Semitism is “the socialism of idiots.” In. the present context, 
catering to a xenophobic discourse and nurturing Islamophobia serves 
the extreme right. It should be recalled that fascism is not only a’ 
structural phenomenon but requires an ideologically motivated mass 
movement. Séen in this light we can sense danger signals in most of 
Europe. and not least in Denmark. 
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No Human Being Is Illegal 
Moving Beyond Deportation Law 
CESAR CUAUHTEMOC GARCIA HERNANDEZ 


Crowded on the beaches were the inductees, some twenty million 
silent black men, women, and children, including babes in arms. 
As the sun rose, the Space Traders directed them, first, to strip 
off all but a single undergarment; then, to line up; and finally, to 
enter those holds which yawned in the morning light like Milton’s 
“darkness visible.” The inductees looked fearfully behind them. 
But, on the dunes above the beaches, guns at the ready, stood U.S. 
guards. There was no escape, no alternative. Heads bowed, arms 
now linked by slender chains, black people left the New World as 
‘their forbears had arrived. 


So ends Derrick Bell’s Space Traders, a fictional account of racism 
and deportation, which depicts a world where aliens from outer space 
arrive on the shores of the United States in the midst of a deep and 
steadily worsening economic crisis. The aliens offer a panacea—the 
promise of enough gold to quiet all fears of economic catastrophe. All 
they ask for in return is every last black person in the country. After a 
national referendum, the results fall directly along racial lines—white 
people, even the liberals who claimed to be antiracists, vote to trade 
blacks for gold; black people vote no. No concern is given to the 
unknown fate of these deportees. They-are simply sacrificial victims— 
welcomed while useful, disposable when convenient—of the coercive arm 

. of the state. Bell’s story is all too fitting in the current climate of 
immigration round-ups. As Immigration and Customs Enforcement (ICE), 
a division of the Department of Homeland Security, continues its raids 
on homes and workplaces throughout the nation, immigrants—those 
perennial sacrificial lambs to capitalism-—-are again transformed from 
useful laborers to convenient, and therefore disposable, scapegoats. ICE 
recently announced that in the 2007 fiscal year it deported more than 
220,000 people. Like Bell’s story that stands as a scathing critique of the 
intractability of racism in the United States, the current round of ICE 
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raids is a reminder of the inherent cruelty of deportation. 

‘Families are divided, individuals uprooted, communities destroyed— 
all part of a. recurring theme of xenophobia and nativism, and all 
conducted routinely with the sanction of law. So long as the nation’s 
immigration law is intended to allow some people into the country while 
_ keeping most outside its borders, indiscriminate raids will occur. 

To wrest control of the immigration-discourse away from the policy 
makers intent on superficial adjustments of immigration law enforcement, 
we must uncover what former Supreme Court Justice Benjamin Cardozo, 
in The Nature of the Judicial Process, aptly described as the law’s 
“subconscious,” the underlying philosophy that gives coherence to its 
thought and action. This article examines the racist foundation of the 
modern immigration law regime in the United States, with an emphasis 
on laws governing deportation, and urges the left to begin an earnest 
discussion of immigration policy outside the liberal promotion of a guest 
worker program. The left’s immediate goal must be to shift the debate 
toward a wholesale revision of the urgent care strategy employed by 
immigrants’ rights advocates in the wake of recent raids. Such criticism. 
is necessary, but insufficient. Meanwhile, the left’s ultimate goal should 
be to replace the current model of immigration control with a radically 
different model premised on the inherent right to travel and thrive, even 
across borders. i 


Rooted in Racism 


The border and the Border Patrol are children of the same xenophobia, 
justified by the pseudoscience of eugenics. In 1882 Congress responded 
to widespread hostility to Chinese immigrants by enacting the first law 
that effectively excluded all members of a particular nationality from the 
United States. By 1911 eugenics had gained so much support within 
policy-making circles that the Senate’s Dillingham Commission concluded 
. that the country would be debased unless migration from southern and 
eastern Europe—mainly Italians, Jews, and Poles—was substantially 
curtailed. At roughly the same time, Immigration Commissioner William 
Williams boasted of using immigration laws:to bar “the riffraff and the 
scum which is constantly seeking to enter.” 

The visions of the invading hordes that policy makers imagined 
eventually led to a permanent police presence along the nation’s political 
boundaries. Prior to the 1920s the border was almost entirely porous. A 
few informal agents trolled the border mainly in an effort to keep out 
would-be Chinese newcomers. In 1924, however, the federal government 
created the’ Border Patrol—the predecessor of today’s ICE and its cousin 
along the border, the Customs and Border Protection Agency—and in the 
process, according to historian Mae M. Ngai, raised the border as a 
genuine obstacle to human migration. 
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Nowhere was the shift to an increasingly militarized boundary more 
visible than along the southern border after the 1920s. The Border Patrol 
started as a loose bunch of young gunslingers, many affiliated with the 
Ku Klux Klan, patrolling the Mexican border. From the beginning, the 
agency, through trigger-happy agents and official policies, represented 
the worst excesses of the expansionist nation. The first leader of the 
Border Patrol’s El Paso office, Clifford Perkins, recalled that some agents 
“were a little too quick with the gun, or given to drinking too much, too 
often.” Meanwhile, official policy required a medical inspection of all 
entering Mexicans. These: inspections, waived for all Europeans and 
Mexicans entering through first-class trains, demanded that Mexican 
laborers remove their clothes for fumigation and walk before a medical 
officer. Within a few years the country was in the midst of the Great 
Depression and Mexicans proved an available scapegoat.’ 


Plenary Power Doctrine 


Historically, immigration law has been used as a mechanism of social 
control. According to law professor Daniel Kanstroom, social control 
deportation laws treat all non-citizens, including lawful permanent 
residents (i.e., green card holders) as “eternal guests.” Their presence is 
“legal” or not ‘depending on the whims of the citizenry.’ In practice, this 
means that non-citizens are in the country at the whim of Congress and - 
the executive branch, buttressed by a compliant Supreme Court. 

In a recent case, Demore v. Kim, the Supreme Court clearly explained 
the key distinction between immigration law and all other aspects of the 
U.S. legal apparatus. Chief Justice William Rehnquist, writing for the 
majority of the Court, explained: “this Court has firmly and repeatedly 
endorsed the proposition that Congress may make rules as to aliens that 
would be unacceptable if applied to citizens.” Rehnquist cited cases 
stretching back more than fifty years, but he could have reached even 
further. In Nishimura Ekiu v. United States, decided in 1892, the Court 
outlined the foundation of what has come to be known as the plenary 
power doctrine. This doctrine gives Congress the power to do almost 
anything it wants regarding admission, exclusion, and deportation. “It is 
an accepted maxim of international law,” the Court wrote, “that every 
sovereign nation has the power, as inherent in sovereignty, and essential 
to self-preservation, to forbid the entrance of foreigners within its 
dominions, or admit them only in such cases and in such conditions as 
it may see fit to prescribe.” 

The plenary power doctrine renders immigration law, including the 
procedures governing deportation, quasi-judicial. Immigration courts and 


| Judges are part of the Executive Office of Immigration Review, an arm of 


the Department of Justice; they are not part of the federal court system. 
More fundamentally, immigration law lacks basic procedures commonly 
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associated with judicial proceedings. Most notable among these are a 
lack of due process protections, a lack of protection against dispensation 
of disproportionate punishments for an illegal act, and a lack of legal 
representation in immigration proceedings. 

The due process protections normally afforded to defendants in 
judicial proceedings are derived from the Fifth and Fourteenth 
Amendments, which guarantee due process before the federal and state 
governments can deprive any person of “life, liberty, or property.” In 
1950, the Supreme Court clarified that due process protections do not 
apply in the immigration context. 

In United States ex rel. Knauff v. Shaughnessy, a case arising under 
the War Brides Act, a law that gave preferential treatment to the foreign 
wives and children of Second World War veterans, the Court considered 
a situation in which Ellen Knauff, the German-born wife of an army 
veteran, petitioned for entry into the United States. Knauff had gone 
from Germany to Czechoslovakia after the Nazis took power. Eventually, 
she fled Czechoslovakia and entered England as a refugee. There she 
worked in the Royal Air Force for three years. After the war, she took a 
job at the U.S. War Department in Germany. Both Knauff and her 
husband had received positive work reviews. Their marriage was even 
sanctioned by the military’s commanding general in Frankfurt. 
Nonetheless, she was barred from entering the United States “upon the 
basis of confidential information.” 

Justice Minton explained the majority’s reasoning in words as 
succinct as they are indicative of the Court’s disregard for due process 
in immigration law: “Whatever the procedure authorized by Congress is, 
it is due process as far as an alien denied entry is concerned.” In other 
words, Congress can choose any criteria for excluding foreigners—no 
matter how arbitrary or irrational—and the Court will uphold the 
decision. More than half a century later, the special agent in charge of a 
recent ICE raid on Long Island evidenced the enduring legacy and real- 
world implications of Minton’s words when he explained ICE’s decision 
to conduct raids without warrants: “We didn’t have warrants. We don’t 
need warrants to make the arrests. These are illegal immigrants.”* 

Further expanding Congress’s power is the law’s view, developed in 
cases stretching as far back as 1882, that deportation is not a punishment 
for crime. It does not matter to the Supreme Court, which has repeatedly 
endorsed this position, that deportation often means banishment from 
the community in which the deported individual has lived for years and 
where she has important family ties. The popular maxim that the 
punishment should fit the crime does not apply, since deportation is not 
legally defined as punishment. Individuals can be deported for such petty 
crimes as shoplifting or possession of small amounts of marijuana. 
Though infractions such as these usually lead to minimal jail stays or 
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less, in the immigration context they often result in permanent 
banishment. . 

Moreover, immigrants in deportation proceedings are not entitled to 
legal representation. Though they are allowed to hire a lawyer, the 
constitutional guarantee of effective counsel does not apply to most civil 
proceedings, including immigration matters where the defendant faces 
permanent banishment. According to a study conducted by the National 
Lawyers Guild in 2005, almost half of all immigration detainees in the 
Boston area had no legal representation. _ ) ; 


A Nation Divided” 


The closing lines of “Mojado,” a song by the popular musicians from 
Guatemala and Texas, respectively, Ricardo Arjona and Intocable, asks a 
question of immense relevance to activists resisting the recent surge of 
immigration raids and border militarization projects: “¿Por qué te 
persiguen, mojado, si el consul de los cielos ya te dio permiso?” (“Why 
do they chase you, wetback, if the consul of the heavens has already 
given you permission?”) The answer lays in the function of our 
immigration law regime. 

Political expediency practiced by policy makers explains many of the 
irrationalities and eccentricities of immigration law and enforcement. 
Exemplifying the irrationality of enforcement, Asa Hutchinson, former 
under secretary for border and transportation security for the Department 
of Homeland Security, admitted that there is more evidence of terrorist 
activity along the Canadian border than the Mexican border in the same 
breath that he announced that “[t]he best border security on the northern 
border is the grandmother who has lived in her house on the border for 
seventy years. She sits in her home and watches that border and calls 
border patrol when she sees something suspicious.” Meanwhile, the 
Border Patrol is in the midst of an enormous push to hire six thousand 
new agents, promising to fast-track Spanish-speaking recruits to place 
them in the field—presumably along the southern, not the northern, 
border—faster than the standard training process allows. 

The Supreme Court played an important role in constructing distinct 
border policies for the Mexican and Canadian borders in its 1976 decision 
United States v. Martinez-Fuerte. In that case, the Court granted Border 
Patrol agents the right to stop and question people “of apparent Mexican 
ancestry” located anywhere within approximately a hundred miles of the 
border. No other criterion is necessary. In south Texas, where 
approximately 90 percent of the population is of Mexican descent, and 
therefore is presumably “of apparent Mexican ancestry,” agents are legally 
entitled to stop almost everyone in sight. This unprecedented power to 
police the southern border region uniquely positions the Border Patrol 
within border life. Unlike other law enforcement agencies that are 
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prohibited from engaging in racial profiling, the Border Patrol is 
constitutionally entitled to do so. 

While the Supreme Court continues to follow its deferential stance 
toward Congress’s power to control all immigration matters, the 
immigration court system remains plagued by blatant political peddling 
and shoddy decision making. Federal courts have occasionally found that 
immigration judges rule out of personal bias rather than legal doctrine. 
For example, the Second Circuit Court of Appeals last year overturned an 
immigration judge’s denial of asylum to a Chinese applicant because the 
judge’s “apparent bias and hostility toward Huang...were at least 
inappropriate and at worst indicative of bias against Chinese witnesses.”° 
Another immigration judge was found to have “express[ed] prejudiced 
opinions about various ethnic groups” and “us[ed] profanity in the 
courtroom.”” Even former attorney general Alberto Gonzales admitted 
that immigration court proceedings leave much to be desired when he 
noted that many immigration judges exhibit “intemperate or even 
abusive” behavior toward immigrants. 


In Need of a New Critique 


In the aftermath of ICE’s March 2007 raid of a manufacturing plant in 
New Bedford, Massachusetts, a city with a substantial immigrant 
population, politicians from across the state rushed to condemn the 
federal government’s poor planning and inexcusable disregard for the 
children of detained immigrants. Edward Kennedy, the state’s senior 
senator, decried the raid for its “insensitivity.” The state’s head of 
public safety, Kevin Burke, under fire for revelations that the 
administration of Governor Deval Patrick was informed of the raid several 
months earlier, said, “We were assured there wouldn’t be any 
problems....Next time, the state will press more for details in the 
beginning.”® In a recent ruling dismissing complaints brought by victims 
of that raid, a three-judge panel of the First Circuit Court of Appeals 
added its voice to the debate by criticizing the manner in which ICE 
performed the raid. 

While it is important to criticize the most egregious consequences of 
the immigration raids and the Bush administrations anti-immigrant 
strategy, immigrants’ rights advocates should prevent the oppositional 
discourse from dissolving into political posturing. Instead, advocates 
must contextualize any political strategy in Cardozo’s subconscious of 
law--the racist ideological foundations of immigration jurisprudence and 
enforcement from its origins in the late nineteenth century to the current 
round of raids. | l 

The story of immigration law is a story of deportation. Immigration 
law, as presently conceived, cannot be divorced from deportationtlaw. As 
_the existing immigration law scheme requires welcoming some 
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immigrants while excluding others, the constant threat of banishment is 
present through each wave of immigration, regardless of racial or 
national origin. No amount of pre-raid planning or political good will 
can eliminate the destructive consequences of deportation. On the 
contrary, an immigration regime that distinguishes between favored and 
disfavored people requires policing the nation to expunge anyone deemed 
excludable. This is not an extraordinary operation of law, but an entirely 
ordinary and logical extension of a bifurcated legal apparatus. 

As a former high-ranking immigration official, Hutchinson’s 
perspective-is instructive: immigration law enforcement pits “the rule 
and integrity of the law versus the compassion of our country.” In the 
end, he said, “The rule of law must prevail.” Any reassurances derived 
from references to the rule of law are illusory at best when those laws 
were born of late nineteenth-century racist, xenophobic hysteria. Given 
that these laws were then embraced for over a century by a deferential 
judiciary intent on granting plenary authority to politicians while 
depriving immigrants of the guarantees provided by much of the 
Constitution, immigrants and their allies are unwise to set mere 
ameliorative measures as goals. 

The bifurcated regime that identifies some immigrants as 5 “legal” 
necessarily designates others as “illegal.” These “illegal” residents 
become the perfect scapegoats for xenophobes who have converted them 
into criminals in the popular consciousness. Meanwhile, our generations- 
old immigration law regime refuses them the constitutional protections 
that they would receive if they were charged with an actual crime and 
subject to legally cognizable punishment. Further, this scapegoating blurs 
the distinction between “legal” and “illegal” to the point that a simple 
minor infraction—for example, failure to report an address change; or 
doing something that years later may become grounds for deportation 
even if at the time it was not—can leave.a person without legal authority 


to remain in the country. As long as laws sanction the presence of some 


people while condemning the presence of others, deportations—or, at 
least, the threat of deportations—will persist. 

For immigrants’ rights advocates to adopt the existing bifurcated 
position, even in a more humanitarian version, is to concede that the 
exclusionary rhythm that has guided immigration law for over a 
century—yesterday targeting Chinese, Japanese, Jews, Irish, and Italians, 
today targeting Latina/os and Arabs—is acceptable. It is not. 

No matter how carefully orchestrated, deportation dehumanizes people 
who come to this country to work hard. Through their labor, they 
produce the many luxuries to which we have grown accustomed—clean 
offices and classrooms, tasty and inexpensive food at restaurants and in 
grocery stores, new homes, and a well-equipped military (courtesy, in 
part, of the New Bedford workers). 
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As Marx and Engels noted in the preface to the 1882 Russian edition 
of the Communist Manifesto, the economy of the United States rests on 
‘the labor of immigrants. At the time of their writing, the new immigrant 
was Europe’s “surplus proletarian.” Earlier, in the first volume of Capital, 
Marx had already argued that capital accumulation itself produces a 
“surphuis-population,” that is, more laborers than it needs. Today, the 
U.S. economy continues to lure immigrants—now primarily from Latin 
America—with promises of employment. Upon arrival, these immigrants 
are reminded that they are nothing more than, to borrow from Marx, 
superfluous laborers. ` n 

Instead of limiting criticism to the most unpleasant consequences of 
deportation, the very premise of deportation—that some people are 
worthy of inclusion while others are.not—must be discredited. In its 
place is needed a radically reformulated scheme of laws that will abolish 
the distinction between the favored and the disfavored. Since the advent 
of modern immigration law over a century ago, the left has yet to 
develop and advance its own immigration framework. This work is long 
overdue and urgently needed. 

Whatever the specific contours of a left platform, this new 
immigration law regime must be rooted in the activist contention that 
no human being is illegal. That is, human prosperity must not be viewed 
as a zero sum game that pits insiders against outsiders. A fitting 
beginning might be the vision offered by lawyer-turned-poet Martin 
Espada who dreamed of “refugees deporting judges, immigrants crossing 
the border to be greeted with trumpets and drums.” 
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City of Yo u th 
Shenzhen, China 
ROBERT WEIL 


Since ancient times, people have dreamed of a City of Youth, where 
the population never ages, and where any outsider who comes to live 
there will remain forever young. They probably did not have in mind, 
however, the “agelessness” of today’s Shenzhen, China. Lying just over 
the border from Hong Kong, this “instant city” has grown in just over 
twenty-five years from a small fishing village to a sprawling metropolitan 
region approaching ten million people. As the first Special Economic 
Zone in China, it was a model for the capitalistic “market reforms” and 
“opening to the world” initiated in the late 1970s by Deng Xiaoping. One 
of its most striking aspects is the low average age of its residents, 
which has hovered for years at around twenty-seven. This stands in ever 
sharper contrast to China as a whole, where the population is rapidly 
aging. 

While some 95 percent of those who live in Shenzhen n there 
from other parts of the country, its youthfulness does not result from the 
birth of new generations by its residents. Rather, it reflects the young 
age of most who come to the city—many in their early teens— and the 
rapid turhover of those working in. its industries. In 2005, only 1.65 
million of those in the city had hukou, long-term residential rights, 
while more than 4.32 million migrants had lived there for more than one 
year and more than 4 million less than one year (Shenzhen Daily, May-27, ` 
2007, http://www.china.org.cn/english). Most work for only a few years in 
the mainly export-oriented factories, after which they are let go as “old,” 
- or they quickly burn out under the harsh working conditions. Some move 
on to seek jobs in other cities, or even return home to their villages. 
Many leave before they reach thirty, and few last in the plants into 
middle age. 





Robert Weil is a senior fellow at the Oakland Institute (http:// 
www.oaklandinstitute.org) and author of Red Cat, White Cat: China and the 
Contradictions of “Market Socialism” (Monthly Review Press, 1996). The research 
on Shenzhen was carried out together with Fred Engst, who also helped review 
notes and early drafts of parts of the material. Any remaining errors of fact or analysis, 
as always, rest with the author alone. 
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The vast majority of these young migrants are from the poor rural 
interior. For some, it is a matter of finding bright city lights attractive 
after the hard life and isolation of the countryside. But their migration 
also reflects the transformation of farming itself. Young workers say that 
a new level of mechanization—small-scale tillers, pesticide and fertilizer 
dispensers, and processing machines—makes daily work easier on the 
farms now. These technological advances have increased productivity and 
reduced the need for labor. Since China joined the World Trade 
Organization in 2004, competition from food imports—most Chinese . 
soybean production for example, has been tndercut—has also pushed the 
younger generation off the farms. 


Extremes of Labor and Capital 


Even a short visit to the city in the summer of 2006 revealed the 
prevalence of very young workers, and the depths of their exploitation by 
large and small employers, whether mainland Chinese, Hong Kong, and 
Taiwanese companies, or foreign owners. The introduction the two of us 
had to the harsh conditions of labor and life came quickly, after a 
walking tour of one of the main outlying factory districts, an hour-long 
ride from downtown. As we caught a bus back to our hotel at eleven 
that first night, among the handful of other passengers were three very 
young men who had just completed a 7 am to 10 pm shift at one of the 
plants of the largest company in the area. Despite fifteen hours on the 
job, they said they would only be paid for ten, including two hours 
overtime. With one unpaid hour for meals subtracted, they were in effect 
giving four “free hours” of work to the company. They complained they 
were totally exhausted, but were required to stay at the plant to finish a 
“rush job.” Young as they were, they did not stand out in this area. 
Three others waiting at the bus stop after their shifts looked to be only 
fifteen to sixteen years old. 

We met many such workers, and heard similar stories of abusive 
conditions, like the young women at the next table in a restaurant, who 
had started at 7:30 am and gotten off at 8:00 that night. They told us 
their “official” shift ends at 3:30 pm, but the next crew is not scheduled 
to start until 7:30 pm, because it is so common for overtime to stretch 
well beyond eight hours. Something close to twelve hours is the normal 
shift for these young women. Similarly, a seventeen year old from Hunan 
province we met at a roller skating rink late at night told us he had just. 
worked for eleven hours. The same story was repeated with only slight 
variations by virtually all the younger workers we met on our walks ` 
through the factory area. Many of the young people complained of the 
toll taken on their minds and bodies. . 

The brutal exploitation of these young workers is the foundation of 
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the rapidly growing wealth of Shenzhen. Even in a country transformed 
in just three decades from one of the most egalitarian in the world to 
one having among the highest and fastest growing rates of economic 
polarization, the extremes found in this city are especially dramatic. In 
its gross domestic product, the income of enterprises accounts for over 
50 percent, that of workers only 30 percent, and that of the state 15 
percent—an enterprise-worker gap wider than in any other Chinese urban 
area (http://www.tdctrade.com; Human Resources, no. 7 [July 1, 2006}). 
With its many soaring skyscrapers and shiny green glass Shenzhen Stock 
Exchange tower, Shenzhen is now the richest city’.in China. A 2004 
report found that it had an average income of 23,544 yuan ($2,843), 
almost double that for all cities at 12,216 yuan ($1,475) (Victorinox Hong 
Kong Lmt.). The most relevant comparison may, however, be with the 
low average rural income, which in 2005 was around 2,500 yuan ($300) 
annually (Associated Press, September 21, 2005). It is this widening gap, 
along with harsh conditions on the farms, that draws millions of young 
migrants to the factories of Shenzhen and the other urban centers 
concentrated in the southern and eastern coastal regions, which produce 
the vast flow of Chinese exports. 

The rapidly expanding wealth of these cities rests directly, therefore, 
on the poverty of the countryside, and its enormous reserve army of 
labor. With almost 1.3 billion people in Chiria, around one in ten are 
now migrants. Investors come from all over the world to take advantage 
of this seemingly bottomless pool of workers. 


iPod City 


The largest aane in the Shenzhen region are virtually complete 
cities unto themselves. In the suburban area where we based our 
investigations, Longhua town in Baoan district, the main company is 
Foxconn Electronics, the trade name of Hon Hai Precision Industries, 
Inc., of Taiwan, which at its wholly owned subsidiary Hongfujin, makes 
iPods for Apple and motherboards for Dell, among products for other 
U.S. companies. It has only been in Shenzhen since 1993, but already has 
240,000 employees, with plans for up to 300,000 in the near future, and 
eventually as many as a half-million. As the biggest foreign operation in 
- the area, and the largest of the Taiwanese manufacturing companies on 
the mainland, it exported $20.7 billion in goods in 2005 (“Foxconn 
Refutes UK Media Labor Allegations,” http://china.org.cn/English, June 1, 
2006). The Longhua “mega-factory complex...is the world’s largest 
electronic-components work space” (San Francisco Chronicle, July 16, 
2006), and its mini-city is measured in square miles, occupying a vast 
complex of production plants, administrative offices, and housing. 

The central downtown districts of Shenzhen may gleam with 
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“newfound wealth, but one would not know this walking through the 
environs of Foxconn, where block after block of dormitories and private 
apartment buildings for workers already look shabby, though most were 
built within the last few years. At its factory gates, on the streets, and 
in area restaurants, it is easy to find many whose stories make starkly 
clear how the enormous wealth of the capitalistic “new” China is 
accumulated. l 

At a Foxconn dorm for women, a lower-level supervisor gave us a 
sense of the vastness of its “company town” environs, and the 
regimentation under which its hundreds of thousands~of workers live 
and labor. This single facility houses five thousand female employees, yet 
it is only one of forty-eight such dorms for men and women. The workers 
get free housing, with a minimum of six or seven to a room, and in 
some cases many more, with three rows of double bunk beds—so 
crowded and noisy they cannot sleep properly. Most younger employees 
live in these dorms, ‘and every time they pass in or out, they must slide 
their badges over an electronic data recorder. They are not permitted to 
cook, even on a hotplate, and no visitors of either sex, including family 
members, are allowed. The dorm rooms are not air conditioned, but 
since the factory floors are, this is a further stimulus to overtime and 
weekend work as one way to escape the intense summer heat (San 
Francisco Chronicle, July 16, 2006). When they are first hired, the 
company gives workers a brief course of what the supervisor referred to 
as “military training,” the purpose of which is to ready the young 
“recruits” for industrial discipline. Married couples and children are. 
excluded from the dorms, and live in nearby apartment houses. 

One of the young women told us she is on the job from eight to eight 
each working day, but is only paid for ten hours, because two hours are 
deducted for meals. Day: and night shifts rotate every three weeks, 
making it hard to adjust to the grueling schedule. Most workers eat at 
the plant cafeteria. They are allowed to go outside for meals, but rarely 
do so, in part because they would have to pay for their own food. The 
lowest rank workers earn only around 1,000 yuan ($120) per month, 
including overtime pay, approximately fifty cents per hour, not counting 
free food and housing. A group of technicians from Taiwan we talked 
with confirmed that the standard working day on the plant floor is ten 
hours, two of which are overtime, but that if production requires, may 
include Saturday and even Sunday at double time without any rest. 
These technical employees themselves work twelve hours per day, six 
days a week, but do get a week off after thirty-five days, during which 
they are flown home to Taiwan at company expense. All those employed 
at Foxconn have some limited benefits. If workers get sick, they can go 
to a factory clinic, and in cases of major illness, they can go to a 
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hospital, with the company paying 80 percent of the cost. For terminal 
conditions such as cancer, fellow employees take up a collection. If 
women workers become pregnant, they get three months off and can 
keep their jobs, though most leave after ‘giving birth. 

As activists familiar with the city explained, Shenzhen employees are 
entitled by law to certain benefits that are guaranteed after ten years at 
any one enterprise, including. open-ended, rather than fixed-term, 
contracts and retirement plans. But workers who try actually to claim’ 
their right to insurance, medical, pension, and unemployment payments 
are often fired—and: some even ask their employers to disregard these 
legal obligations, so they can keep on working. Governmental authorities 
collude with the enterprises in this process. When the city first 
announced the post-ten-year regulations, according to these labor 
activists, enforcement representatives from the city’s legal division 
advised employers to give workers one-year contracts, because if the 
employees do not keep copies, they cannot document their length of 
employment. In some cases, employees are fired after nine years or less, 
to avoid the ten-year benefit guarantee rule. Even technicians and higher 
managers are often forced out when they become “too expensive.” 


‘Blood and Sweat’ Factories 


We asked why, since the city undermines its own rules, it even 
bothers to pass such regulations as the post-ten-year benefits package. 
The answer was that it is one more way that authorities deceive the 
working class. Government and employers “wear the same pants” as the 
Chinese saying goes, but they pretend to act separately. City leaders may 
also have been pressured by national officials, the All-China Federation 
of Trade Unions (ACFTU), or even NGOs that increasingly monitor and 
protest against abusive conditions in the plants. But with some 90 
percent of the enterprises in the ‘area foreign owned, and investment 
from abroad a key element in maintaining annual economic growth 
upward of 10 percent, local authorities are under great pressure to keep 
the new money flowing and owners happy. As a result, regulations are 
commonly ignored at the. local level. It is for such reasons that Foxconn, 
and similar enterprises, are known as xuehan or “blood and sweat” 
companies, roughly equivalent to “sweatshops.” 

Still it is considered one of the better places to work, requiring a 
high school education, along with good health and eyesight, a little 
English, and some technical training. At the even more high-tech 
electronics firm, Huawei Technologies, employees are required to have a 
college degree. Yet there too, abusive conditions are common. Xu 
Mingda, an economics professor at the local Shenzhen Association of 
Social Sciences, refers to the “‘mattress culture,’ in which every 
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newcomer receives a mattress, which is put under the desk. Employees 
sleep on it during lunch break or whenever they work late and can’t or 
don’t want to return home” (English People’s Daily Online, July 5, 2006). 
Just a month before we visited the area, Hu Xinyu, an athletic twenty- 
five-year-old software engineer, who had worked at Huawei for a year, 
died of exhaustion. The government press reported on the case, and 
“everyone” talked about it on the Web, exchanging similar experiences 
and debating whether the excessive hours he worked were the fault of 
the employee or of the company, and if such practices are necessary for 
the rapid growth of Chinese enterprises. Other similar cases, however, 
go virtually unnoticed. This phenomenon, known as guolaosi, is 
becoming widespread, and affects intellectuals, professionals, and 
managers, as well as factory floor workers (http://iso.china-labour.org. 
hk/, August 17, 2006; English People’s Daily Online, July 5, 2006). 

But the conditions in these large electronics plants are far from the 
worst in the Shenzhen area. In the western sector of the city, where 
production of clothing, toys, and similar consumer goods prevails, the 
situation is generally worse, due in part to the higher ratio of women to 
men found there. In the electronics firms the numbers are fairly equal, 
and the workforce may even be majority male. In the clothing and toy 
factories, by contrast, many enterprises specify in recruitment ads that 
they only want women workers, who they consider to have superior 
“dexterity.” There the ratio approaches seven females to one male. 
Coming largely from isolated villages, where domination by men is rife, 
young rural women are considered more pliant and less aware of their 
rights than their male counterparts. Once hired, they are subject to 
extreme exploitation, in the form of excessive hours and poor working 
and living conditions, including sexual harassment, and even stricter 
discipline than at Foxconn and similar factories. 

Outside of the large multinational enterprises, conditions may be less 
restrictive, but this relative “freedom” often comes at the cost of longer 
hours, lower wages, and less security. In a factory compound near our 
hotel, over twenty companies, big and small, most owned by mainland 
investors, surrounded a grassy courtyard—a ‘pleasantly green refuge from 
the sterility of the surrounding area. In contrast to Foxconn—where one 
guard came outside the gate to warn us, rather threateningly, not to take 
photographs—~here we were able to wander in and talk freely with the 
employees. 

Workers in a print shop, lounging on the grass before their evening 
shift, said they have similar daily hours to those in Foxconn. Two young 
men from Hainan province told us they worked from 9 pm to 8 am, with 
a one hour meal break, leaving them hungry as well as tired. Another 
said he worked from 8 am to noon, and after an hour for lunch, from 
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one to five, but after another dinner break, did overtimie from six to 
nine—a thirteen-hour work day. But what most distinguishes these 
smaller factories is the lack of days off. Though they are supposed to be 
in the plant only twenty-five days per month, workers were often on the 
job thirty or thirty-one days at a time. Some had worked three hundred 
hours the month before, some seventy hours per week, in continuous 
days. 

These workers live in a dorm inside the compound, twelve to a room. 
They do not cook, as the company provides cafeteria meals. They pay 
twenty to thirty yuan per month for rent, and different amounts for food. 
In one dorm room we visited, there were “only” séven workers, with 
bunk beds and minimal space for personal possessions. They generally 
work eight hours a day—the only workers we met who did not routinely 
put in overtime—but are paid just 800 yuan ($100) per month, 20 percent 
less than those at Foxconn. 

Yet these employees are the “lucky” ones. Three very young men from 
Hainan province had been in the area for two months, unable to find 
work. The often desperate search for employment can lead to taking jobs 
with barely survivable wages and living conditions. Some plants pay as 
little as 580 yuan ($70) per month and deduct 200 yuan for food and 
housing, leaving 380 yuan ($45) net, too little to live on. Twice we 
heard, “maybe such low wages are OK for women, because they do not 
have to eat as much, but men need more for food, cigarettes, and to go 
to town to drink beer.” Employers play on such well-entrenched 
attitudes. 


Beyond the Factory Gates 


Like the young workers we spoke cath at Foxconn, those in the 
smaller factory compound complained there is little to do with the time 
they do get off. The area is largely barren of entertainment. Those who 
work all day in electronics cannot afford the goods they produce. From 
early morning to late at night, many workers could be seen sitting in 
groups in front of television sets at small stores in back alleys or 
crowded on the sidewalks around larger department ‘store window 
displays. Along with the occasional dingy arcade. with Internet access, 
videos, and board games, these are among the few free or low-cost’ 
forms of entertainment for hundreds of thousands of young people. Male 
workers said they often just walk around and see women friends. But the 
conditions of work and life make it very difficult to maintain stable 
relationships. One low-wage worker we talked with is married—a rare 
exception—and has a child. But his wife works two to three hours away, 
and it costs ten yuan just to get there, limiting his visits. Another has a 
woman friend, but no money for a house, and talked about how hard it 
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is to start a family. A thirty-four-year-old worker in the dorm room we 
visited has a wife and child back in his village. He seemed virtually an 
“old man” surrounded by the universally younger faces around him. 
Though he only visits his family twice a year, it would be too expensive 
to bring them to live with him in Shenzhen, given the high fees for 
education—even the least costly primary school charges a thousand yuan 
per semester, more than his monthly wages. 

For some, life in the dorms is either not available or too restrictive. 
But very few of those who escape factory work experience the “glory” of 
getting rich. Some villagers have built apartment buildings on their. 
“family plots” and rent rooms for 800-900 yuan a month to factory 
workers, becoming wealthy landlords. Others prefer to do odd jobs on 
the street, rather than submit to the regimen of the plants and dorms. A 
few have small stores or open stalls selling books, videos, and DVDs—in 
many cases, probably pirated. Most of these are expressions of the new 
values of “get rich quick” marketization and “opening to the world”: 
self-improvement materials, “how to succeed in business” guides, love 
stories, etc., including such U.S. television shows as “Desperate 
Housewives” and “Sex and the City,” dubbed in Chinese. We were told 
that most women prefer the latter, while men go for Kung Fu movies. 

But for many, sexual exploitation in a world of macho fantasy is all 
too real. At the entrance to a large and fancy foot and back massage 
parlor, six very young women from rural provinces were lined up in 
uniforms as “greeters” at ten at night. Establishments of this kind are 
common in China today, and while many are legitimate operations 
offering music and refreshments—though almost entirely to a male 
clientele—others shade off into the now rampant prostitution, which also 
depends on a constant flow of young women from rural areas. In 
Shenzhen, three thousand prostitutes and karaoke hostesses, left without 
work after a crackdown, protested publicly until broken up by armed 
police (Guardian, January 21, 2006). 


Spontaneous Combustion 


Whether inside or outside the plants, legal protections for workers 
are severely limited, and frequently undermined by official favoritism and 
corruption. Those in a small factory compound said the bosses just tell 
them that they “volunteered,” and if they do not like the conditions they 
can leave. Their main dissatisfaction is the holding back of wages. The 
problem of migrants not getting paid is common across China—billions 
of yuan are owed them. In desperate protest, some even commit suicide, 
a favorite method among construction workers being to hang themselves 
from cranes. A migrant owed four months back pay complained and was 
fired. Two weeks later he used a knife to kill the boss, and was 
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sentenced to death. A young technician said that the rich steal millions 
and send it abroad, while the poor steal a few thousand yuan and are 
quickly condemned. 

In an attempt to deal with this kind of criticism, and to prevent 
more highly organized opposition from developing among the workers, a 
recent law addresses the unpaid wages problem, setting up a pay dispute 
resolution process. With this legal backing, local authorities have on 
occasion come into the smaller plants to investigate complaints. They 
even strung up a banner in the small compound with the slogan: 
“Implement and apply the labor law and wipe out back wages.” Workers 
can go to the labor relations office too, but its capacity to help is 
limited by the collusion between government and business. Without 
enforcement by labor unions within the plants themselves, its efforts are 
largely worthless. In general, therefore, workers just move on if things 
get too bad. Some larger Shenzhen enterprises, such as Foxconn, do have 
complaint procedures but if a grievance is denied, there is nothing the 
worker can do. 

With workers lacking union protection, labor actions are largely 
spontaneous. There are small scale, mild protests, such as slowdowns 
and work stoppages, virtually every day, often triggered by relatively 
minor incidents which become the final straw for the abused workforce. 
In one case, a manager defaced a work card after a conflict, and two 
thousand workers walked out. Another incident, one of the largest 
recently, saw three thousand employees block traffic in the city for one 
hour, over a Hong Kong-owned electronics company paying wages below 
the legal minimum and holding back even these for a long time. In that 
case, the government intervened and forced a raise—a not infrequent 
outcome, as the authorities often prefer a quiet settlement to an 
escalation of unrest. At another company there was a strike because the 
workers were forced to put in endless overtime, as much as from 8 am 
until midnight, with only two yuan per hour extra. Some 2,100 workers 
out of 3,000 in twenty-one plants refused to return for a week after New 
Years. The company finally offered pay raises and decreased hours, but 
the workers still refused to return without written guarantees. In the 


end, the company gave new contracts, but the 2,100 who struck were 
fired. 


Minimum Gains 


Even while we were visiting the city, however, the situation had 
begun to change, due to growing pressures on the government, the 
official labor organization, and the enterprises. In part, this resulted 
from more and more workers “voting with their feet.” For months before 
our visit, there were reports of a reverse movement of labor out of the 
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coastal regions, either to take jobs at the many factories springing up in 
the interior, or even to return to the villages. There, a change’ in national 
policies, including an end to the main agricultural land tax, had relieved 
some of the worst economic burdens, making farming once again seem 
more viable. Some of the coastal enterprises are themselves moving 
inland, both to follow the work force and to take advantage of lower pay 
rates and other incentives that authorities offer in the interior. Other 
enterprises are leaving China altogether, moving to Vietnam, among other 
neighboring countries, in a regional “race to the bottom” of low wages 
and poor working conditions: But despite numerous stories about how 
pay in Shenzhen and the other main export areas had been driven up as a 
result, the effect has been very marginal, according to those we talked 
with, in part because of the ability of the plants to move. 

While there may be pockets of labor shortages, especially of more 
skilled workers, the decline in the coastal migratory force should not be 
exaggerated, as new laborers from the rural areas continue to stream 
into the city, where almost any pay level in the factories, exceeds what 
they can earn back home. At Foxconn, as at other dominant companies 
in Shenzhen, crowds of young people still surround the kiosk at its gate 
seeking employment interviews. Many have trained specifically for these 
jobs, and need to quickly find work to pay for their education. 

Among those we met there were twenty-five very young migrants 
from rural Hunan province, who had just stepped out of two minibuses 
that had brought them to the city. They looked to be only fifteen or 
sixteen years old, and some appeared even younger. Since the legal 
minimum age for work in the factories is sixteen, they said that they 
were “about that.” Their vague answers were both understandable and 
suspicious—it is easy to get forged papers in a country where pirated 
goods of all kinds, including phony documents, are everywhere. Most of 
these newly arrived job seekers had only one suitcase or backpack, along 
with a bucket of cleaning goods and other items for daily life. They had 
paid ten thousand yuan for two years of ‘basic technical training at a 
vocational high school. There they studied computers, electronics repair, 
and English. They had come to Shenzhen with their principal and two 
assistants, who would help them to find jobs. When asked about being 
on their own in the city, one quoted an old saying about “traveling over 
lakes and mountains.” All said they missed home. 

With new job seekers like these arriving every day, the upward 
movement of wages is relatively limited. Legal base pay rates are set by 
the Shenzhen government, though a few companies bid wages upward to 
attract and keep workers. But there is nevertheless enough growing 
pressure that the local authorities have more than once over the past few 
years raised the minimum wage—already one of the two highest on the 
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mainland, together with Shanghai. Many companies, however, were 
already finding ways to avoid the effects of the higher-pay requirements. 
Foxconn is trying to cut back the amount .of overtime work under the 
new minimum wage law, and according to a labor rights NGO, “even the 
housing benefit is in danger. Some 2,000 employees have already left the 
factory after learning that they would be charged for their rooms...just as 
the minimum wages were set to increase” (San Francisco Chronicle, July 
16, 2006). 7 


Bottom-Up Activism — ; 


Without unionization, the largely migrant workforce has no effective 
protection. Independent labor organizations are outlawed and must 
largely work “underground.” Government-sponsored unions, the only 
available alternative, have largely failed the migrant workforce. There are 
some within the ranks of the official federation who do take their 
responsibilities seriously. But in general, the ACFTU has been passive in 
the face of employer resistance, and has gone along with a top-down 
“company union” approach. This attitude on the part of the official unions 
is a remnant of their role under socialism, when they had a meaningful 
say in how state-owned factories were run, and served as “transmission 
belts” between workers and management, helping to administer a full set 
of lifelong and virtually free housing, health, and education benefits, and 
job and retirement securities—the so-called “iron rice bowl.” 

Once the socialist system was dismantled, however, the unions were 
left, like the government itself, with monopoly power but with neither 
the responsibility to guarantee the security and well-being of the 
workforce, nor the contractual and shop floor activism typical of the 
bourgeois unionism model. Since the start of “market reforms” most 
trade union leaders have served as little more than enforcers of the new 
capitalistic regimen, often involving corruption and collusion with 
managers and local officials, especially in the privatization of formerly 
state-owned enterprises. | 

In most such cases, especially when foreign firms agree to set up in- 
house unions to meet official regulations, management appoints the 
“leaders,” or even fills such top posts themselves. ACFTU locals receive 
2 percent of the total payroll, part of which goes to its leadership, and 
the rest supposedly to support activities for workers—a prescription, 
under current conditions, for payoffs, favoritism, and the siphoning-off of 
funds. As a result, there is widespread cynicism toward labor leaders, a 
view that taints even those who are honest worker representatives. 

It is significant, therefore, that a second major change occurring over 
the past few months is the rapid spread of ACFTU unionization into 
leading foreign enterprises—a response to growing labor discontent, fear 
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that independent unions will fill the vacuum, and outside pressure. With 
state-owned enterprises closing or privatized and the shift ‘to 
unrepresented migrant labor, the official union has seen the percentage of 
workers that it represents rapidly fall and its influence decline. Only by 
organizing more seriously in the nonunion foreign sector, and among 
migrants, could it regain its former position. The government too pushed 
_ACFTU to move, under pressure from exposures of poor working 
conditions and fear of a rise in labor protests. Though most of its recent 
` unionizing campaign is still top down, there are also cases of bottom-up 
organizing that could mark the beginning of a new phase in its activism. * 
The breakthrough came at Wal-Mart—strange as that may seem given 
its virulently anti-union position. But its very stubbornness proved its 
‘undoing. Had it cooperated with the ACFTU early on, it could have set 
up the typical “company union.” Instead, it stalled the many attempts to 
organize its rapidly growing number of stores. Faced with this stubborn 
resistance, local ACFTU activists took the unprecedented step of going 
to the workers themselves and beginning to sign them up. Since legally, 
any twenty-five employees can form a union, which must then be 
officially recognized, this proved an unusually easy route to organizing 
Wal-Mart—the only such success in any country. On July 28, 2006, the 
first of its stores was unionized in Quanzhou City, Fujian province, using 
this bottom-up organizing method (Anita Chan, “Organizing Wal-Mart,” 
Japan Focus, September 8, 2006). The organization of more Wal-Mart 
stores—twenty-two out of sixty in just three weeks—and even its 
national headquarters in Shenzhen, where a twenty-seven-year-old was 
elected head of the union committee, followed, and the movement spread 
to other companies. 

Among thein was Foxconn, which had similarly stonewalled earlier 
attempts to get it to cooperate in recognizing official top-down 
unionization of its plants. Following the successful model at Wal-Mart, 
the ACFTU, encouraged by the local government, tried once again to 
unionize its Longhua plants. Moving atypically on a Sunday, the last day 
of 2006, organizers went into the factory district, quickly signed up 118 
workers, and immediately announced the establishment of the union. 
Neither management nor the Communist Party secretary were informed— 
' though the company may decide after all to set up its own union, raising 
the prospect of two competing “official” locals. A positive response from 
the national labor organization suggests that these recent successes have 
resonated among the more honest trade unionists in the federation. Such 
efforts have begun to alter the image of the Chinese labor movement 
abroad. Significantly, some top U.S. union leaders have broken with the 
Cold War AFL-CIO attitude of regarding the ACFTU as nothing but a 
government front and refusing to deal with it. In May 2007, a high-level 
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Change to Win delegation met with the ACFTU in China. l 

The growing pressure for greater labor activism has been compounded 
by recent major scandals. First was the exposure of the use of virtual 
slave workers in the brick kilns and coal mines of Shanxi and Henan 
provinces. Many of. these were teenagers or even younger, some 
kidnapped -or mentally retarded, and most badly treated or even 
physically abused. Even in a country now hardened to the mistreatment 
of laborers, the horrors of this situation shocked the national 
consciousness. This scandal is only the tip of the iceberg of child labor. 
In Shenzhen, for example, a November 2006 investigation found two 
hundred children under sixteen in just a single electronics plant, 
Yonghong. Many were students on summer jobs, virtual prisoners of a 
deal between the employer and their school, in part to pay off fees they 
owed (http://www.reports-and-materials.org/SACOM-Shenzhen-electronics- 
factories-Eng-Nov-2006.doc). In the midst of other such worker scandals, 
news broke of the adulteration of a series of Chinese products, leading 
to costly recalls and the restriction or banning of some imports into the 
United States and other countries. | 

To head off further blows, the government passed a new and long 
promised Labor Contract Law to grant workers additional rights. 
Directed especially at the condition of migrants, its provisions require 
employers to provide written contracts to each worker, convert many 
temporary jobs into more long-term employment with additional benefits, 
and allow the ACFTU to bargain collectively. The new law passed over 
the vigorous objections and lobbying of foreign employers, including 
those from the United States, who protested that it will undercut their 
main reason for investing in China—a pool of compliant low-wage labor, 
largely powerless to alter their work conditions. Chinese courts have 
also, on occasion, begun to enforce worker rights, such as payment for 
overtime, more vigorously. 

The impact of these legislative and legal actions is likely to be mixed. 
Larger companies may actually benefit from their relatively greater ability 
to meet the new requirements. But they may suffer losses in other ways. 
When Foxconn, anticipating implementation of the new labor law, 
announced that it would offer permanent contracts to employees who 
had worked at its plants for more than eight years, the value of its stock 
fell sharply. Huawei, in contrast, was among those who “bribed or — 
coerced long-standing employees to take early retirement or voluntary 
redundancy.” It persuaded “about 7,000 employees who had been with 
the company for more than eight years to resign. In return, the employees 
received a lump sum of one montth’s salary for every year of employment, 
plus one additional month’s salary, and were allowed to rejoin the 
company on a short-term contract.” The other companies simply closed 
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or moved out of the country (Wall Street Journal, December 14, 2007, 
and January 25, 2008. 

In May 2008, authorities found a child-labor ring in Dongguan city, 
another major electronics and clothing center in Guangdong, “rescuing” 
about a hundred workers, most of them between thirteen and fifteen 
years old. They also announced that they were “investigating thousands 
of enterprises suspected of using child workers abducted from Sichuan 
and sold into slavery” (New York Times, May 2, 2008). 

Nevertheless, there are serious doubts how much will change, since 
any major transformation will require systematic legal enforcement and 
determined organizing by the ACFTU—both lacking in the past. In an 
ominous sign of local reaction, there has been a series of brutal physical 
attacks in Shenzhen in recent months on migrant worker advocates, and 
the trashing of their offices, forcing one of the leading groups to close 
its doors (Citizens’ Rights and Livelihood Watch, November 21, 2007, 
China Labor News Translations, http://(www.clntranslations.org). 


Rural and Urban Alienation 


Even in the best case, a more activist ACFTU can offer nothing more 
than very partial amelioration of the severe exploitation of the Chinese 
working class today. The new unionism, such as it may be, will face very 
rapidly changing conditions. The transformations now sweeping the 
economy of China and its working classes are profound, and some of the 
most telling developments are below the surface. Perhaps the most 
important is the change in attitude among young migrants. Though many 
still see themselves as peasants transported to the city, others have no 
intention of returning to the countryside. Most striking, while some 
continue to send money back home, a large percentage do not. This is a 
profound change. The older generation of migrants saw their urban labor 
as a sideline to their farms. Young migrant workers today increasingly 
see work in the cities as a career. This could mean the permanent 
urbanization of hundreds of millions of rural youth, and a sharp drop in 
_the billions of yuan sent back each year to the countryside, exacerbating 
the long-term crisis there. 

The alienation of young people from the countryside carries over into 
the cities, even among many who are doing relatively well. A well- 
dressed technician in his twenties conveyed in striking language the 
forces that are tearing not only at the rural areas, but even at his own 
more privileged middle-class urban stratum. He is an employee of a 
high-tech firm and travels.all over China repairing office machines and 
was flying at company expense to the mountain province of Yunnan on an 
all-paid group vacation. Yet his origins were in the countryside, and he 
had not forgotten where he came from or the hard life of those he left 
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behind. His parents are farmers near Suzhou, in Jiangsu province, on the 
east coast close to Shanghai. But there is little farming left in that area. 
- They tried selling eggs, but found there was “too much competition, 
prices fell and costs kept rising,” and they went back to subsistence 
farming. The family spent fifty thousand yuan on his high school training, 
yet he still cannot afford college. 

It is perhaps an ominous sign for President Hu Jintao and Premier 
Wen Jiabao, with their ideological calls to create a “harmonious society” 
by reducing social tensions, that this young technician was not only 
highly class conscious, but strikingly angry and burning with a desire for 
radical change. What was most startling about his critique was not so 
much the details, but the depth of his alienation from so many aspects 
of what is happening in China today—the rural economic crisis, 
governmental and enterprise corruption, abusive working conditions, 
class polarization, lack of democratic control, and even official positions 
on global issues like the war in Iraq—and his willingness to state this to 
a randomly encountered foreigner. Among his concerns was a lack of 
social stability that he attributed to the “get rich quick” mentality that 
is pervasive now, and the growing class polarization. He complained that 
the top 1-5 percent are rich, while the bottom 50 percent have little. He 
added that the divisions are also geographic with the saying: “the East 
of China is like the United States and Europe, while the West is like 
Africa.” 

The main problems for such members of the younger generation are 
inadequacies in schooling, medical care, and housing. Higher education 
has opened up to more and more children of peasant and worker families, 
but the conditions of high school and college graduates are rapidly 
deteriorating. Education itself has become another part of the pervasive 
system of get rich quick corruption. Colleges are increasing enrollment 
just to get money, but there is no work for large numbers of graduates 
afterward. Many of them end up in fast food restaurants and other low- 
paying work, since they lack basic industrial or secretarial skills, and 
cannot find even factory or clerical jobs. As a result, even intellectuals. 
who used to think that they were superior now see that they are treated 
like proletarians. Some refuse passively to accept these conditions. In 
Zhengzhou in Henan province up to ten thousand college students rioted 
in 2006 when a school lowered the status of its university diploma and 
did not refund tuition fees to graduating students. High school students 
are also reacting to the situation. Some five hundred students in 
Chongqing in Sichuan province even refused to take the national college 
entrance exam, deeming it a waste of time and money. 


Generational Politics 
Even those members of the younger generation who are class 
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conscious, socially aware, and well informed on global issues, however, 
often lack in-depth knowledge of the revolutionary socialist era in China. 
Younger workers generally have little understanding of the Mao Zedong 
period or the Cultural Revolution, which preceded the capitalistic 
“reforms” in which they grew up. This historical amnesia is the result of 
deliberate policy. State and party authorities obscure and manipulate the 
record of the-Mao era, and stress only his nationalist character, 
attempting to latch onto this single part of his legacy, while stripping it 
of its more revolutionary side. As one young organizer put it, his migrant 
worker peers “cannot dream of the previous conditions in the socialist 
period, as they do not even know about them.” 

There are now two general political trends pulling at the younger 
generation. One is to seek broader democracy through expansion of the 
representational system, challenging the monopolistic power of those in 
control, and demanding greater transparency and a freer media. But the 
younger generation is beginning to generate activists with a more leftist 
perspective as well, including college students and intellectuals who 
have studied the revolutionary era of socialism in China and are able to 
compare it with conditions today. Some are even attempting to link up 
the new ranks of migrants\and other young members of the working 
classes with workers who lived through that socialist period. According 
to one young organizer, “80 percent of older workers would like to go 
back to the Mao period, and think that the Cultural Revolution was 
when the working classes were masters of society.” He is trying to 
spread to young migrants the knowledge that at that time there was 
little difference between managers and workers, who had a strong sense 
of ownership in the plants, built their own enterprise-provided houses, 
and had schools for their children. But the young activists trying to 
reach the working classes with such alternative perspectives are few in 
number, and face repression by the authorities. 

While the ability of youthful organizers to reach their working-class 
peers is quite limited, the deepening contradictions of China today keep 
reviving the demand for more radical change. This takes the form of an 
ever-expanding number of protests, many increasingly well organized, 
involving tens of thousands of workers, migrants, and peasants. Even 
though the level of organization of radical forces remains very low, those 
who are reaching a breaking point of frustration and anger may be 
forming a critical mass. 

As one young professional put it, “People today have more money and 
goods, but they are not happy.” In his view, the situation is very 
explosive, especially in the countryside, where “80 percent of farmers are 
borderline. If it gets worse, they will either fight or die. But they do not 
have guns.” Whether the potentially explosive mix of young, rebellious 
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members of the working classes, their alienated middle-class peers, and 
radicalized intellectuals will reach the point of organized revolution 
remains problematic. Despite growing turmoil, there is little sign of any 
such movement so far. . 

Given the extent to which the gains of the socialist era have been 
dismantled, young members of the working classes would largely have to 
start over if they wanted radically to transform society. But Chinese 
youth have one of the most revolutionary legacies of any in the world. If 
they choose to move down that road again, there are still many older 
workers and’peasants who have not forgotten how the socialist revolution 
was made, and who are eager to pass on the lessons of that struggle. 
The rapidly changing conditions of life and labor in China today make it 
highly unlikely that the “harmonious society” envisioned by the current 
leadership can be stabilized over a long period. If and when the younger 
generation of the Chinese working classes find their voice, they may once 
again “shake the world,” transforming not only their own country, but 
the current stage of globalization in ways that are barely imaginable. 
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Andre Gunder Frank’s very long itinerary as a critical social scientist 
was marked by one unbudgeable constant. He was always committed to 
a left political agenda, and he was always analyzing the evolving current 
world situation as a left scholar-activist. I believe that the best tribute I 
can offer him is to do the same. Gunder’s father, Leonhard Frank, a 
distinguished novelist and man of letters, wrote toward the end of his 
life a novel based on his own life. Its title was Links, wo das Herz ist 
(“My Heart Is on the Left”). This would have been the most appropriate 
title for Gunder’s own never-written autobiography.! 

Left agendas are actually complicated things to construct. For one 
thing, they are really constructed in three different time frames, which I 
shall call long term, medium term, and short term. Many of the 
arguments that pervade left discussions about left strategies confuse the 
three time frames, and there-fore debate at cross purposes. | shall try to 
talk about all three time frames but keep them separate. When I speak 
however about the next twenty-five years, I am speaking about the middle 
term, which I think is the crucial period to clarify. 

To make any sense of this discussion, we have to think first about 
the world-systemic context within which an agenda of any kind can be 
constructed. I have been arguing in many recent articles and books that 
the capitalist world-economy, our modern world-system, is in a systemic 
crisis, by which I mean something that is quite different from one of its 
repeated economic down-turns or stagnations that are a built-in feature 
of the way it functions, or the kinds of processes that allow for the 
emergence of new hegemonic powers.” What I am calling a systemic 
crisis occurs only once in the life of a historical system. It occurs when 
the mechanisms that exist to bring the system back to some kind of 
. equilibrium no longer function adequately, and the system can be seen to 
be moving far from equilibrium, thereby be-coming “chaotic.” Chaos is 
here a technical term that describes a situation in which a system 
fluctuates wildly, erratically, and severely. At that point, the system 
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“bifurcates” and there ensues an acute struggle over which of two 
alternative paths to new systemic order it might take. The outcome of 
such a struggle is intrinsically unpredictable. Or to put it another way, it 
is equally possible that, in the end, the bifurcating system will take one 
path or the other. The struggle is thus not about whether or not to 
retain the current capitalist system, since it cannot survive, but about 
what kind of world-system (or world-systems) will re-place it. I cali this 
struggle, for reasons I shall elaborate, the struggle between the spirit of 
Davos and the spirit of Porto Alegre. | 

I believe that we are already in this systemic crisis and that within 


‘ twenty-five (or twenty-five to fifty) years, the issue of the choice of a 
: replacement will be resolved. We shall find ourselves in some other kind 


of system, one that might be better but also one that might be worse 
than the present system. The long term is what will come out of that 
historic choice. It is therefore about that other world that is possible, to 
use the slogan of the World Social Forum (WSF). The long term is what 
has been delineated in multiple designs of utopias. Personally, I think it 
is possible to discuss the long term only in very general terms. I define 
a better world-system as one that is relatively democratic and relatively 
egalitarian. Historically, no world-system has been either democratic or 
egalitarian in any meaningful sense. One that would have these 
characteristics would be distinctively different from all previous historical 
world-systems. l 

I don’t think we can say much more than that. Specifically, I do not 
think that we can define in advance the institutional structures that 
would result in a more democratic, more egalitarian world. We can draft 
whatever utopian models we wish. I don’t think it matters, because I 
don’t think that drafting such models will have too much impact on 
what actually emerges. The most we can probably do is to push in 
certain directions that we think might be helpful. 

The short term is more interesting. We all live in the short term. 
Everyone is concerned, indeed very concerned, about the short term. We 
eat, dress, work, sleep, make love, and survive in the short term. We 
also are happy or sad, give offense or are hurt, entertain or are 
entertained in the short term. The short run is what most people think 
of as life. And for a large number of people, perhaps even for most 
people, the short term is not a political phenomenon. This is probably an 
error in perception on the part of those who think of themselves as 
apolitical since in fact the pluses and minuses of our lives are very much 
and continuously determined by changing political realities. 

Among those who debate political agendas, there exists a long list of 
decisions to be made about the short term, that is, this year and the 
next at most. Shall we vote or not, and if so for whom or for what 
party? Shall we sign a petition, or write a letter, or participate in a- 
demonstration? Shall we strike, or support a strike? Shall we speak out 
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to our neighbors or to other persons about our political views, or not? 
Shall we organize about this or that? And if we do organize, shall we do 
it locally or in a wider arena? Shall we acquire arms? The list goes on 
and on. It is a long list. Plus, the debates about what we should or 
should not do in our everyday lives are quite passionate. We tend not 
only to pursue our own views about appropriate decisions, but quite 
often we denounce those with whom we do not agree, especially if they 
too claim to be “on the left.” . 

Yet, we cannot avoid these daily decisions. Ab-staining from any of 
these decisions is itself a decision. Willy-nilly, the political arena is 
pervasive, continuous, and quite often overbearing. Some of us are 
“activists’—the very word is instructive, active as opposed to what? I 
suppose aS opposed to “passive.” But activists are normally only a 
minority of the world’s populations. The larger majority seem to allow 
themselves to be carried along by the tide. This may be deceptive. The 
per-sons in the passive majority are often angry and sullen, and under 
certain circumstances, may erupt and become very active indeed. In fact, 
full-time activists count on this possibility of popular eruption, even if 
our experience has shown that such popular eruptions tend to occur 
unexpectedly and not usually as a result of activist prodding. 

Still, if at any point we who are activists reflect on the decisions we 
made a few years back, we are often dismayed at how foolish they were. 
The consequences are often quite at variance with what we expected. 
This adds grist to the mill of those who recommended other decisions 
at the time. Denunciations abound. Those who advocated what are called 
“reformist” or “statist” decisions are said to have sold out to 
establishment forces. And those who advocated what are called “radical” 
or “insurrectionary” decisions are said to be “infantile leftists.” 

In this repartee, sober analysis tends to recede into the background. 
We seldom do in-depth analysis of why particular short-term options 
did not pan out the way we had hoped. So, let me put forward two 
arguments that will no doubt be unpopular. The first is this. In the short 
run, not only should we support the lesser evil, but there is no other 
choice available, ever. Every-one, without exception, chooses the lesser 
evil. We just disagree about which choice is that of the lesser evil. 

_. We surely don’t want to choose the greater evil. Of course, what the 
lesser evil is in any particular situation depends on the situation. There 
is no formulaic answer. Often, it is to vote for a left-of-center party 
against a right-of-center party. Sometimes it is to support a “left of the 
left” party whose strong showing in an election might have an immediate 
impact. And sometimes it might be that abstention from voting is the 
least evil. Choosing the lesser evil always has the flavor of holding one’s 
nose, and being “realistic.” This choice of the lesser evil in the short run 
is not only about voting; it applies as well to strikes, demonstrations, 
and armed struggle. So, if someone denounces you for choosing the 
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lesser evil, know that this person too is choosing a lesser evil, just 
making a different choice from yours. 

The second argument is this. No movement with a middle-run left 
agenda will have any chance of obtaining the popular support it needs if 


_ its advocates refuse to choose the lesser evi] that meets the needs and 


expectations of the larger populace. People live in the short run, first of 
all. And most people are quite “realistic” about what they need here and 
now. No amount of promises about the middle run will wash with most 
people if their needs in the short run are ignored. Furthermore, we all 
have to be honest about the fact that we are choosing what.we consider 
to be the lesser evil. We have in effect to say two things. It is the lesser 
evil for this or that reason. And choosing it, while necessary in the short 
run, will have no measurable effect on the middle run. We do not dance 
in the streets because our lesser evil choice prevails. We heave a sigh of 
relief, but that’s all. . 

It is the middle run where the significant action concerning a left 
agenda is located. And strangely enough, it seems to me that the middle 
run is the arena that has been historically the most neglected in the 
discussions concerning left agendas.. Action in the middle run is less 
exhilarating than debating the long run, and less seemingly active than 
action in the short run. The middle run involves a combination of 
continuous . preparatory work (what is called political education) and 
constant pressures on the powerful, (what is called the construction of 
movements) with a deep patience about seeing the fruition of all this 
work. Gramsci’s famous slogan, “pessimism of the intellect, optimism of 
the will” is exactly right. For the optimism pushes us to engage in what 
the pessimism tells us often seems to be and sometimes really is a 
Sisyphean task. As Eqbal Ahmad has commented: “Pessimism of the 
intellect is a call to genuine realism in comprehending reality, and 
optimism is a call to commitment to the common good.” 

The rules about the middle run are precisely the opposite of the rules 
about the short run. If in the short run, we are all into the business of 
compromises (many of them unsavory), in the middle run, we should 
make no unsavory compromises. We should push only for that which 
matters in terms of transforming the system, even if the rewards are not 
immediate. It is only by being truly militant that we can have any effect 
at all. Militancy requires realism too, but realism of a quite different 
kind than the choice of the short-run lesser evil. 

Realism in comprehending reality includes both reading history (in 
particular, past efforts at transforming the world) and reading the impact 
of past history on the social psychology of both popular forces in general 
and activist cadres. We have lived through at least two hundred years of 
attempts to transform the world—either via what are called “revolutions” 
or via attempts to use the ballot box to vote oneself into power in the 
states and thereby legislate transformation. One cannot say that overall 
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either of these strategies has been very successful. 

There have been (quasi-)insurrectionary revolutions, some by 
movements calling themselves communist, some by so-called national 
liberation movements. And there have been countless political victories 
by non-insurrectionary social-democratic movements. It is difficult to 
consider that either kind of attempt has succeeded in transforming the 
world. This is not to say that they haven’t accomplished some positive 
things. They have quite often been in the short run the lesser evil. But 
we no longer dance in the streets, retrospectively, because of either kind 
of victories. Or at least, most of us do not. And today, in the twenty- 
first century, the number of persons who put their faith in these 
essentially nineteenth-century strategies is rather small. 

The turning point in my view in perceptions of workable strategies 
was the world revolution of 1968. It seems to me that the 
revolutionaries—whether in the pan-European world, in the erstwhile 
socialist bloc, or in the South—were all expressing their deep skepticism 
about the success of these strategies and about their viability for future 
success. They were not rejecting the utopias of the long run. They were 
rather calling for a new look at strategies for the middle run. 

In the years since 1968, there has been much debate about such 
strategies. This debate has suffered from the failure to distinguish 
explicitly between the three time frames I have suggested as essential for 
clear thinking. It is only with the creation of the WSF in 2001 that there 
has come into existence a structure within which an alternative strategy 
for the middle run may possibly be developed. l 

The WSF is a very strange kind of organization, if it can be called an 
organization at all. It claims to be a “horizontal” structure. It says that 
its basic principle is that it is an “open space.” The term “horizontal” is 
used in opposition to the term “vertical.” The argument is that the major 
national and international organizations of the nineteenth and twentieth 
centuries were all “vertical” in that they were hierarchical structures, 
with bureaucracies and officers, with official statements of political 
position, and with members. The various organizations might have 
differed in the degree of discipline that prevailed within them and in the 
degree of internal collective debate they permitted, but they all were 
political organizations dedicated to some kind of action in the political 
arena. 

These vertical organizations had a second feature. They insisted on a 
loyalty that took precedence over any other loyalty, and laid claim to 
primacy in the political arena. If there were other organizations with 
specific agendas (say, women’s or youth organizations, or peace 
movements), these organizations were considered legitimate by the 
general vertical organization only if they placed themselves within its 
fold as a sub-ordinate and specialized group. The primacy of such general 
vertical organizations implied that their relations with any other 
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organization in the same geographical arena, but not in their fold, could 
at most be one of temporary tactical alliance. 

As opposed to this mode of organization, the WSF as a horizontal 
structure is constructed as an open forum. That is, it is a structure 
without officers, without (or with only a skeleton) bureaucracy, with no 
public proclamation of political positions, and with open and constant 
debate. As a result, it claims to be inclusive of everyone. Well, not quite 
everyone. The WSF defined itself as a meeting ground of all those who 
rejected “neoliberal globalization and imperialism in all its forms.” It 
also excluded, at least in theory, political parties and armed movements. 
These specifications constituted to be sure.a political position, but it 
was a very loose one, and by virtue of its horizontal nature the WSF has 
very little control over who actually attends its meetings. 

What was the point of such a curious animal? The argument went as 
follows. The WSF was permitting all organizations that wanted basic 
change in the world-system to assemble together, to exchange views 
with each other, to learn from each other, and perhaps above all to learn 
to tolerate each other. The organizations might be international, 
continental, regional, national, or local. The discussions would take place 
within a multitude of large and small sessions which, by the third WSF 
meeting, were all organized from the base up. That is, any organization, 
alone or in conjunction with others, could organize a session on any 
theme it thought important, choose the speakers or panelists, and invite 
all and sundry to attend. 

What has been the outcome of this kind of structure? The first 
outcome has been its replication at other levels. There now have been 
convened countless continental, regional, national, and local social 
forums, as well as so-called thematic forums. These other forums have 
all been self-organized and have not needed the permission of the 
worldwide WSF to do what they wished to do. It was assumed that 
they would all be horizontal open spaces. And most, if not all, have 
replicated the organizational model. 

The second outcome has been the geographical widening of 
participation in the worldwide WSF itself, as well as an increase in the 
numbers of persons who actually attend. The first WSF was largely Latin 
American and West European in composition, and some ten thousand 
persons came. Successive ones have come to involve participants from 
North America, South Asia, East Asia, and Africa, and the numbers have 
gone as high as two hundred thousand. There are still nonetheless 
geographic gaps—inadequate participation from East-Central Europe, 
Russia, and China. But the circle has been steadily widening. 

The third outcome has been a continual improvement in the way the 
worldwide WSF has been organized—the organization of panels from the 
base up (as I mentioned), the increased transparency of how the inevitable 
organizational decisions are being made, and the creation of explicit 
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spaces for “networks” of organizations to meet and to organize joint 
activities. 

The WSF is a tumultuous arena—less because of political differences 
than because of arguments about strategy. There have been, from the 
beginning, those who chafed at the horizontality of the structure. At the 
least, some feel, it has been exaggeratedly horizontal. They have said 
that the WSF must do more than “talk”; it must act. And for many 
persons, action means moving in the direction of verticality—explicit 
political stances and explicit organization of political actions. Those who 
have resisted this demand have said that inevitably this means that, like 
all the previous “internationals,” the WSF would then move toward 
exclusions, and would thus fall into the strategy that, in their view, has 
so manifestly failed historically. 

The debate has been continuous and strong, if not yet acrimonious. 
And there seems to be emerging a compromise solution—keeping the 
WSF itself an open forum, while permitting specific networks to function 
within it, networks that would in fact take positions, and organize 
political activity. I am not sure what will be the outcome of this debate, 
and whether or not the WSF will continue to be the central locus of 
world left activity or become what one person has suggested has been 
merely a “moment” in the history of world left activity. I think that, 
rather than trying to predict or prescribe a future for the WSF, it would 
be more to the point to discuss what kinds of political activity would in 
fact be meaningful in the middle run. 

When I speak of the two opposing camps in the struggle to determine 
the outcome of the bifurcation as that of the spirit of Davos and that of 
the spirit of Porto Alegre, I mean something quite specific. Davos, or the 
World Economic Forum, has been meeting since 1971, which is just after 
the world revolution of 1968. It seeks to bring together the elite of the 
world-system—capitalists, political leaders, major media figures, 
politically-conscious celebrities, and establishment intellectuals. It too is 
an open forum of sorts and, especially recently, the debates within it 
have been at least as strong as those within the WSF. The spirit of 
Davos is to preserve a world that is hierarchical and inegalitarian. And 
to the degree that capitalism as a system-can no longer guarantee those 
principles, the more sophisticated of its members are clearly ready to 
envisage alternative systems. Neither private enterprise nor economic 
growth constitutes the bottom line, only political, economic, and cultural 
guarantees for the upper strata of the world-system. The spirit of Porto 
Alegre is precisely the opposite. The spirit of Porto Alegre incarnates 
today what we can possibly mean by the world left. 

If we want a world that is relatively democratic and relatively 
egalitarian, then we must build it, or the likelihood of achieving it, by 
pushing for more democratization and more egalitarianism. Let’s look at 
each of these concepts. Democracy means in terms of its etymological 
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origins “rule by the populace.” The populace is not a specific group 
within it; it is supposed to mean everyone. And whatever goes on today, 
it is hard to say that the political decisions that are made are made as a 
reflection of the will of everyone, or even of a majority of the people. We 
have representative parliamentary systems at best, in which the voters 
(who are usually defined in some way as less than the whole adult 
populace) choose, every x-number of years, a small group of péople who 
make decisions as they think preferable, bearing in mind most often the 
likelihood that they can be re-elected—for which, as we know, they need 
among other things much money. 

Now what would push in another direction? It is quite anges that 
organizing those that have been historically left out of the equation is an 
essential element of doing this. And of course, particularly in the last 
forty years or so, there has been a lot of this—organizing women, ethno- 
racial and religious understrata, sexual and age-based understrata, and 
indigenous peoples. But there has not been nearly enough of such 
building of social movements. To the extent that such groups speak 
loudly and make their voice felt, it weakens the existing undemocratic 
political structures within which we live. And this in turn strengthens 
the social psychological resolve of these groups. This is generally what is 
subsumed in the word empowerment. 

Now there is an obvious danger here. One is that these groups will 
count their achievements in terms of admission of their. particular group 
to high political posts rather than in greater voice for the demos as a 
whole. And the second is that there will be a competition of the 
oppressed with each other, each demanding its partial voice at the 
expense of or prior to the achievement of partial voice by other 
understrata. It is only by solid alliances at the local level of these 
various groups that one can effectively wear away at existing 
monopolization of social and political power by dominant groups. 

The “majority” has to be expanded and become more inclusive across 
the board. Strangely enough, it is by defending the- rights to socio- 
cultural autonomy (which may also be socio-political autonomy) of the 
various understrata that the majority can really be expanded. And this 
can only really be done to the degree that the members of any particular 
understratum question the often obscure and hidden decision making of 
their own leadership. 

Of course, none of this is easy and the shoals are many. That is why 
any kind of overall vertical structure is inherently self-defeating. What is 
needed is thousands of constant local actions by multiple different 
groups. It is in this way and this way only that undermining the pseudo- 
legitimation of the existing structure can be achieved. This has been the 
principal virtue up to now of the WSF. But of course the world of the 
WSF has been manifestly insufficient. 

What these groups are fighting for is a realistic definition of rights 
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—all those rights enshrined in the multiple liberal constitutions that 
today almost every country has enacted, and which are constantly 
ignored, abraded, or violated outright—by the legislatures, executive 
powers, and the very judiciary that is supposed to defend and enforce 
them. What is called for is pressure, more pressure, uncompromising 
pressure for all those rights that theoretically have already been acquired. 
And then pressure, more pressure, uncompromising pressure for whatever 
rights are not yet enshrined in these documents. 

Of course, this involves loading and overloading the demands for 
distribution. This is where the egalitarian thrust comes in. The basic 
egalitarian demands over the past two centuries have been for 
(1) education, seen as the route to rewarding and rewarded work; 
(2) health services, seen as the prevention, care, and cure of biological 
malfunctioning; and (3) lifetime income guarantees, seen as the 
maintenance of a lifelong level of decent income, from infancy to very old 
age. What the left wants is more of each, and more of each now, at the 
social expense of other expenditures. 

To come anywhere even near this requires not merely redistribution of 
existing wealth but change in the perceived social priorities of 
expenditure. It is here that the demands must be raised concerning 
geopolitics, peace, ecology—all of which have movements that push these 
concerns. But if these movements do not integrate their demands with 
the basic underlying-egalitarian thrusts that are located in the popular 
movements, and even more in the popular subconsciousness, then these 
movements are not helpful. 

And here we come to a crucial variable—the ideology of growth as 
opposed to the ideology of plausible and sufficient distribution. 
Unbridled growth is not a solution to our dilemmas but probably the 
primary cause of them. And questioning the ideology of growth is a 
central element in realistic middle-run organizing. 

Are there other things we can do? No doubt. In a previous discussion 
of a left political agenda, I suggested such tactics as making the liberal 
center fulfill its own theoretical premises, making anti-racism a defining 
feature of democracy, and moving to the degree that we can towards the 
decommodification of activities now commodified as well as preventing 
the commodification of things we have traditionally considered non- 
commodifiable (such as access to water, or human reproduction).° What 
is important about each of these is the strong organized push in these 
directions. Even if this doesn’t accomplish immediately their realization, 
it affects the overall political ambiance and therefore the balance of 
power. It makes more possible tipping the bifurcation in the direction 
we want. 

Personally, I learn each day of other things that various groups are 
suggesting or trying out or getting ready to try out. The organizational 
imagination of the multiple understrata of the world-system is quite 
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considerable, provided that we don’t act ourselves to suppress it. It is 
hard for activists to allow themselves to be advised by the demos whom 
they tend to consider to be too passivist and inadequately politically 
informed. But if we awaken the sleeping giant, it might turn out to be a 
very constructive sleeping giant. i 

The middle run is an arena of political struggle, in reality of class 
struggle—provided we have a relevant understanding of who and what 
are the classes in struggle. Class is more than a matter of occupation or 
wealth or mode of remuneration for work. Race, gender, and ethnicity 
are not separate elements from class, nor are they substitute analytic 
entities. Race, gender, and ethnicity all constitute part of the complex 
social composition of. the classes. But once class is thus redefined, we 
are indeed in a class struggle. And this is why it makes no political 
sense at all, for example, for a structure like the WSF to enter into 
discussions, debates, and social compromises with the components of 
the World Economic Forum at Davos. We are not searching for the 
lesser evil here. We are in a struggle over the transition to a different 
world-system. | 

So let me try to resume my imagery of what it is we have to do to 
achieve a left political agenda. We have to define the long-time objectives 
in meaningful but still very general terms. We do not have, and cannot 
have, a precise idea of appropriate structures for the better world-system 
we want to construct. And we shouldn’t pretend that we have. That was 
one of the great historic virtues of Marx. He never claimed he could 
design what the “communist” world would actually look like in 
institutional terms. 

As for the short run, we have to keep in the forefront of our minds 
that there is never anything but the lesser evil. And we have to be ready 
to participate at all moments in pursuing the lesser evil, as it is defined 
by the oppressed populations of the world. If we do not, we shall have 
the greater evil, and there always is a greater evil. Work in the short run 
is primarily defensive. It is to keep things from getting worse. It is to 
preserve gains already achieved. 

But, most important of all, we must remember that in the middle 
run, the next twenty-five years, we are living in a time of transition. In 
this transition, the issue is no longer whether or not we want to sustain 
a capitalist system, but what will replace it. And we have to work very 
hard, and very uncompromisingly, to push in the direction of a more 
democratic and more egalitarian world-system. We cannot construct such 
a system in this middle run. What we can do is to make possible the 
multiple political activities that will end up tilting the balance against a 
richer, better organized, and far less virtuous group—those who wish to 
maintain or even reinforce another variant of the hierarchical, polarizing 
systems we have had heretofore. Their system will not be capitalism; it 
would probably be worse. 
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We have to remember finally that the outcome of the struggle during 
the present chaotic transition is not in any fashion inevitable. It will be 
fashioned by the totality of the actions of everyone on all sides. We have 
only a fifty-fifty chance of prevailing. One can define fifty-fifty as 
unfortunately low. I define it as a great opportunity, which we should 
not fail to try to seize. 


Notes 


l I say “never written” although there exists on the Web a short item called 
“personal is political autobiography” and in his “online essays and other 
archives,” there is’ a section called “autobiographical essays” which 
contains ten items. But there is no full-fledged autobiography. 

2. See “The Global Possibilities, 1990-2025,” in Terence K. Hopkins and 
Immanuel Wallerstein, coords., The Age of Transition: Trajectory of the 
World-System, 1945-2002 (London: Zed, 1997), 226-43; “The Modern World- 
System in Crisis: Bifurcation, Chaos, and Choices,” chapter:5 of Immanuel 
Wallerstein, World-Systems Analysis: An Introduction (Durham, NC: Duke 
University Press, 2004), 76-90. 

3. Iuse these terms in the sense that was given to them by Ilya Prigogine. See 


his The End of Certainty: Time, Chaos, and the New Laws of Nature (New 
York: Free Press, 1996). 


4. Eqbal Ahmad, Confronting Empire: Interviews with David Barsamian 
(Cambridge, MA: South End Press, 2002), 152. 
5. I have argued this in detail in my Utopistics: Or, Historical Choices for the 
Twenty-First Century (New York: New Press, 1998), especially chapter 1. 
6. Immanuel Wallerstein, “A Left Politics in a Time of Transition,” Monthly 
- Review (January 2002): 17-23. 


ANDRE GUNDER FRANK'S BOOK 


Lumpenbourgeoisie & Lumpendevelopment 


Dependence, Class, and Politics in Latin America 


Andre Gunder Frank 


CONTENTS: 
Mea Culpa; Introductory Summary; 1. Colonial 
Structure; 2. Agrarian Structure; 3. Independence; 
4. Civil War: Nationalism Versus Free Trade; 
5. Liberal Reform; 6. Imperialism; 7. Bourgeois 
Nationalism; 8.Neoimperialism and 
Mecdenshacnes 9. Alternatives and Options; Bibliography 

ISBN: 81-88401-09-9 / 128 pp. / Rs. 80.00 

CORNERSTONE PUBLICATIONS 





- 56 ANALYTICAL MONTHLY REVIEW / JUNE 2008 


ah Mite, 


E 
Aimé Fernand Césaire (1913-2008) 
The Clarity of Struggle | 
JOHN J. SIMON 





And you lied to me so much, about the world, about myself, that you 
ended up by imposing on me an image of myself: 

underdeveloped, in your words, undercompetent 

that’s how you made me.see myself! 

And I hate that image...and it’s false! 

But now I know you, you old cancer, 

And I also know myself! 

And I know that one day 

my bare fist, just that, 

will be enough to crush your world! 


—from Caliban’s last speech in Une Tempére (1968) by Aimé Césaire, 
who called his play a “radical” adaptation of Shakespeare’s The Tempest. 


The poet, dramatist, and politician, Aimé Césaire, who died on April 
17, aged ninety-four, saw this work, indeed all his work, as a weapon, 


perhaps best exemplified in Une Tempéte. In his introduction to it, 


Robin G. D. Kelley, wrote “the weapon of poetry may be Césaire’s 
greatest gift to a world still searching for freedom.” 
© Césaire was a major twentieth century voice for the dismantling of 
Western imperialism. Born in Martinique, he joined the anticolonial 
movement, learned his Marxism, and honed his art as a student in Paris 
in the 1920s. It was there that, with his friend Léopold Senghor (who 
would. go on to be president of Senegal), he advanced the notion of 
négritude, “the simple recognition of the fact that one is black, the 
acceptance of this fact and of our destiny as blacks, of our history and 
culture.” Négritude became a rallying cry and organizing principle of 
national liberation movements that led the way to the end of the 
European colonial system after the Second World War. 

It also informed all of Césaire’s literary effort, hailed by Jean Paul 
Sartre as work “that explodes and whirls about itself like a rocket, suns 
burst forth whirling and exploding like new suns, it perpetually surpasses 


John J. Simon has been a book editor and public radio and television producer. 
He is a director of the Monthly Review Foundation. 
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itself.” Césaire’s négritude became the underpinning for Frantz Fanon’s 
Black Skin, White Masks (1967). In his book length 1939 poem Cahier 


d’un retour au pays natal (Notebook of a Return to The Native Land) 
Césaire wrote: f 


..-those who have invented neither powder nor compass 

those who could harness neither steam nor electricity 

those who explored neither the seas nor the sky but those 

without whom the earth would not be the earth 

gibbosity all the more beneficent as the bare earth even more earth 
silo where that which is earthiest about earth ferments and ripens 

my negritude is not a stone, its deafness hurled against the clamor of day 
my negritude is not a leukoma of dead liquid over the earth’s dead eye 
my negritude is neither tower nor cathedral 

it takes root in the red flesh of the soil 

it takes root in the ardent flesh of the sky 

it breaks through opaque prostration with its upright patience 


Césaire’s major political work, Discourse on Colonialism (Monthly 
Review Press, 1972)* remains as critical to anti-imperialist struggles 
today as when it was first published in French in 1953. In it he sets forth 
the critical idea that Western imperial culture is constructed on the 
_ oppression and humiliation of peoples of color in the third world and 
that “It is equally necessary to decolonize our minds, our inner life, at 
the same time we decolonize society.” 

Césaire recognized that, partly as a consequence of both the paucity 
of our knowledge and the poverty of our imagination, the clamber for 
liberation would be a long one. But he did not despair; instead he noted 
that often’ “poetic knowledge is born in the silence of scientific 
knowledge.” It was certainly true for him in his long life. 


` 





* Readers can order the new edition of Discourse on Colonialism with an introduction, 
“A Poetics of Anticolonialism” by Robin D. G. Kelley, at http://www.monthlyreview.org/ 
discourse.htm, by e-mailing bookorder@monthlyreview.org, or by telephoning 1-800-670- 


. 9499. 
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The first third of 2008 should have been a wake-up call to those who, 
in the short-lived days of capitalist triumphalism, were inclined to lose 
sight of the immediacy of the internal contradictions of capitalism and . 
of the resistance that the system continuously regenerates. The enormous 
extent of today’s combined world food-and-economic ‘crisis is now 
patently obvious. Anti-imperialist and anticapitalist. initiatives are once 
again mushrooming around the globe. 

Nepal used to be presented as a small secluded Himalayan “Shangri- 
La.” But it is in fact a country with a population approaching thirty 
million and has long been very much part of the world. In the second 
half of the twentieth century, beneath the surface of a monarchy and its 
“traditional” feudal structures of rule, an independent, resourceful, and 
intelligent peasantry and a relatively small industrial working class 
increasingly turned to Marxist theory (and the then promising example 
of Mao’s China). In 1996, in the darkest days of global capitalist “end of 
history” triumphalism, the Communist Party of Nepal (Maoist) responded 
to a wave of repression by beginning a People’s War—although at the 
outset it was armed more with Marxist theory than with guns, of which 
they had three, one of which was defective. By 2005 the revolutionaries 
had gained control of some 80 percent of the country, reducing the 
authority of the royal government to the few urban centers (in the 
November 2005 issue of MR see John Mage, “Nepal—An Overview: 
Introduction to Parvati,” http://www.monthlyreview.org/llO5mage.htm and 
Parvati, “People’s Power in Nepal,” http:/A*www.monthlyreview.org/ 
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1105parvati.htm). 

In 2006 the revolutionaries joined with seven parliamentary parties in 
an urban uprising that sidelined the palace. An agreement in the fall of 
2006 provided ‘that both the People’s Liberation Army and the Royal 
Nepal Army be confined to barracks, pending elections for a Constituent 
Assembly that would decide the structure of Nepal’s future. The critical 
decision not to seek a purely military solution bespoke the trust of the 
leadership of the CPN(Maoist) that in a free and fair election they would 
emerge as the dominant force in the country. And so it happened. 

The elections were held on April 10, and voters were asked to cast 
two ballots—one for the representative of their local district to the 
Constituent Assembly in a “first past the post” race, and one for a party 
for seats in the Constituent Assembly to be distributed by proportional 
representation. (In addition to the 575 seats determined by these two 
voting processes, the cabinet shall nominate 26 members distinguished 
for their service to the nation, for a total of 601 members of the 
Constituent Assembly.) 

Of the 240 “first past the post” individual districts CPN(Maoist) 
candidates won in 120, with the next largest party—Nepal Congress— 
winning 37. The CPN(Maoist) also ran first by a large margin for the 335 
seats at stake in the proportional representation election. Voters in the 
proportional representation vote had a choice of regional and ethnic 
nationalist parties, a large bourgeois party (the Nepal Congress), royalist 
parties (who won no seats in the district elections and about 4 percent 
of the proportional representation vote), and no less than ten explicitly 
communist parties and popular fronts. The communist parties—which 
range from “center-leftist” to revolutionary—won about 60 percent of the 
proportional representation vote and of the seats in the Constituent 
Assembly, the CPN(Maoist) dominating with almost twice the number of 
seats of those of all other communist parties combined. 

The task that lies before the Constituent Assembly, once it terminates 
the monarchy, is the step-by-step peaceful construction of a New 
Democracy in a new Republic of Nepal. We have in this space on 
occasion celebrated the accomplishments of MR authors, but rarely if 
ever with the enthusiasm and affection we have for MR author “Comrade 
Parvati”—Hisila Yami—of the CPN(Maoist) in winning election to the 
Constituent Assembly from her central Kathmandu district. The people 
of Nepal, thanks to a heroic revolutionary struggle that led to a more 
genuine democracy, had something better to choose from than a set of 
“lesser evils.” 

The publication in April of former MR editor Robert W. McChesney’s 
The Political Economy of Media was a major event for Monthly Review 
Press and for the critique of the media. As Howard Zinn states on the 
back of the book “Robert W. McChesney follows in the great tradition of 
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Upton Sinclair, George Seldes, 1. F. Stone, and Ben Bagdikian in exposing 
the ruthless hold of corporate power on the nation’s media.” Over five | 
hundred pages in length, and containing twenty-three chapters, The 
Political Economy of Media is full of razor-sharp assessments of the 
crisis of modern journalism, corporate control of communications, and 
the new media reform movement. The book consists of essays written 
over two decades, many of’ them published in MR, in addition to a 
number not published before. 

The tradition of political-economic critique of the media within the 
academy, of which McChesney’s wark has always been exemplary, peaked 
in the late 1990s around the time of the passage of the disastrous 
Telecommunications Act of 1996. But rather than simply disappearing 
with its ebbing in the academy, the political economy of the media and 
McChesney’s own investigations merged with the more popular critique 
of the media that had been developing in the work of Ben Bagdikian, 
Noam Chomsky, and Edward Herman—and in the critique of journalism 
by.Alexander Cockburn, Jeff Cohen, and Norman Solomon. The political 
economy of the media thus became more directly political as it moved 
beyond its original academic moorings, while retaining its critical edge— 
appearing more frequently in left political publications, such as The 
Nation, In these Times, Monthly Review, and The Progressive (to all of 
which McChesney was a frequent contributor). 

Indeed, it soon became apparent that the vital intellectual critique 
that arose from the merger of academic and popular investigations into a 
more concrete and at the same time theoretically sophisticated political 
economy of the media—and which is traced in McChesney’s own work— 
constituted the intellectual “pre-history” of what has now become a full- 
fledged radical media reform movement. McChesney argues that we are 
living through a “critical juncture” in the struggle over the media—one 
of those rare periods in which the decisions are being made that will 
determine the communication system for decades, if not generations, to 
come. As he concludes his book, “Today we understand that media 
systems are the result of complex political economic factors and crucial 
policy decisions. The need for engaged scholarship has never been more 
pronounced, in the United States and worldwide. This is our moment in 
the sun, our golden opportunity, and as political economists of the . 
media we must seize it.” To order The Political Economy of Media call 
1-800-670-9499 or go to http://www.monthlyreview.org/ 
politicaleconomymedia.htm. 

In April John Bellamy Foster was in Sydney, Australia as a keynote 
speaker to the “Climate Change, Social Change” conference organized by 
Green Left Weekly. For information on the important radical climate 
initiatives that came out of that conference see that publication at http:// 
www.greenleft.org.au/ and its sister publication Links at http:// 
links.org.au/. 
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A genuine upturn will, of course, come sooner or later: the phases 
of the business cycle follow each other as regularly as the phases of 
the moon. But what kind of recovery will it be? Twenty years ago, 
Professor Alvin Hansen of Harvard, America’s leading Keynesian 
economist, published a book entitled “Full Recovery or Stagnation?” 
The question is as pertinent today as it was then. 

For reasons that we have often set forth in these pages, the 
answer to this question depends very largely on the probable course 
of private investment. At full employment levels, a monopoly 
capitalist economy generates enormous profits, and it must invest a 
large part of these profits in order to keep going. However, the 
actual decisions about how much to invest are made by thousands of 
individual private enterprises, not by the system as a whole. If they 
decide to reduce the rate of investment, the level of economic 
activity will slow down, unemployment will appear and profits will 
be reduced until the amount available for investment has - been 
reduced to what can find outlets... 

We hear a great deal these days about creeping inflation and 
creeping socialism. The former is a receding threat, likely to recur 
only in the event of new military adventures on the scale of Korea. 
The latter, unfortunately, has never yet been anything but a pure 
figment of the ruling class imagination. The real problem facing the 
country is of a different sort, though very familiar to us for our 


experience of the 1930s. It can appropriately be called creeping 
stagnation. 


—Leo Huberman and Paul M. Sweezy, “Creeping Stagnation,” 
Monthly Review, June 1958. 
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not permitted to receive the award in person, but Dr, Ilina Sen, his wife 
and Dean of the School of Culture and Professor and Head of the 
Department of Women Studies, Mahatma Gandhi A. H. V. University, 
Wardha (Maharashtra), received the award on his behalf and gave the 

following address, that we believe deserves the widest attention: | 


"What I speak today reflects the thoughts of my husband Dr 
Binayak Sen, who, in other circumstances should have been here, as 
well as of myself. On behalf of PUCL, Rupantar, Medico Friends 
Circle, Jan Swasthya Sahayog, Peoples?’ movements and Human 
Rights organizations across my country, we would like to thank the 
Global Health Council for the Jonathan Mann Award given this year 
to Dr Binayak Sen, as well as for the hospitality they have extended 
to me and my daughters. I can not emphasize how much this honor 
and recognition of our work, and the support of the global health 
community, means to us at this time. We would like also to 
specially remember the Christian Medical College, Vellore, and its 
alumni all over the world, who have made the cause of Binayak’s 
freedom their own. Binayak would especially like tell you that it is 
a great privilege to be heir to the legacy of Dr Jonathan Mann and 
to be able to carry it forward. Like Dr Mann, Binayak believes that 
unless we try to change the world it will never change, and he is 
even now paying the price for following this principle. 

Both Binayak’s and my parents came from the part of the world 
that is now Bangladesh, and as such, we can perhaps lay claim to a 
South Asian identity. This is the first time that this award has been 
given to a South Asian- a region that is home to more than a 
quarter of humankind, and to some of the world’s poorest 
communities. It is in this context that the intercept between Health 
and Human Rights acquires the special meaning that it has for us, a 
meaning embedded in Article 25 of the Universal Declaration of 
Human Rights, affirming the right of ALL to a standard of living 
adequate for health and well being..including food, clothing, 
housing, necessary social services, and the right to security in 
situations beyond individual control. The critical importance of this 
section becomes clear when we compare the promises of this ideal 
with what prevails on the ground. In India, nutrition surveys of the 
National Nutrition Monitoring Bureau have shown that over 33 % of 
the population have a Body Mass Index (BMI) of less than 18.5, 
considered to be the minimum level for less than starvation 
standards. Translated to demography, this means that over 400 
million people are exposed to near starvation conditions. To add to 
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this catastrophic situation, we are confronted now with a new set 
of crises. Between 1990 and 2005, the daily per capita availability of 
foodgrains has fallen from 510 grams to 438. World food prices have 
risen, and the concentration of land ownership in a few hands has 
intensified. 

These poverty stricken communities are not mere statistical data 
sets for us. For the last quarter of a century, it has been our 
privilege to work with, and share the lives of many such 
communities in a part of Central India called Chhattisgarh. Our 
experience with these communities tells us that in the kind of 
situation we have been describing, it is the communities’ access to 
common property resources - grazing lands, water, forest resources, 
biodiversity- that mitigate to some extent the baleful effects of an 
alienated economy. Unfortunately in the recent past, the pressures 
of ‘development’ have seen to it that these resources. have become 
increasingly sequestered in private and corporate hands. This new 
round of resource acquisition has placed major stresses on the 
modalities of democratic discourse that the civilized world has 
come to cherish after the bloody history of colonial conquest and 
intolerance. In our part of the world, Peace has been a major 
casualty, with official policy often privileging the interests of the 
few over the well being of many. The work of Rupantar and ‘other 
groups has attempted to uphold a more convivial model of 
development, but in the face of contradictory tendencies that are 
much larger, it becomes very hard to preserve even small islands of 
common good. The roots of extremism in many of our societies lie 
in this kind of a situation. It is impossible to seek a purely law and 
order or vigilante solution to what are basically the problems of 
non-inclusive growth. The Salwa Judum in Chhattisgarh has actually 
increased the fissures and increased the violence in our society. 
Behind the 8% growth rate of the Indian Economy, there are major 
subsets of the population that are totally disenfranchised. We are 
firmly committed to Peace: but to a Peace animated by justice and 
equity and based on the values of life and liberty. In the absence of 
these, restoration of peace through military action can only lead to 
the graveyard of peoples’ aspirations. I end with a plea that in the 
twenty first century let us not repeat the bloodshed that our 
ancestors inflicted upon populations across large areas of the globe. 
The resources of the world are for us all to share. Let us affirm our 
faith in that common cause." 


We urge our readers, friends and community to join us in making the 
case of Dr. Binayak Sen our own, for it is, and not to rest until we have 


seen him released. 
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Editorial 


For those .who recognise that there is an ecological crisis, a 


. revolutionary Marxist perspective best sets out a practical view of our 


endangered surroundings. This entire issue of Analytical Monthly Review 
is an engagement in support of that proposition. The southeastern slopes: 
of the Himalaya are a front line in a global struggle, where the resulting 
practice is tested and lessons are learned. 
Northeast India is known for a biological and cultural diversity not yet 
totally leveled and homogenised by our ruthless commodity capitalism and 
s “free market.” It is also a geodynamic place where the flows of 
geological time enter into present events. The twisted course of the great 
Brahmaputra river has twice been affected by major earthquakes in the 
last century. And the glaciers that feed the Brahmaputra are melting at 
rates that if extended shall see the end of major glaciers in the times of 
persons living today. Nowhere does the monsoon have a shorter distance to 
travel from open water to the high mountains; more rain falls in a shorter 
time than anywhere else on earth. Amid these flows and bursts of water 
the forests arid jungles of the region are a world biodiversity “hotspot.” 


(continued on inside back cover) 
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Ecology 
The Moment of Truth—An Introduction 
JOHN BELLAMY FOSTER, BRETT CLARK, AND RICHARD YORK 


It is impossible to exaggerate the environmental problem facing 
Kumanity in the twenty-first century. Nearly fifteen years ago one of us 
observed: “We have only four decades left in which to gain control over 
our major environmental problems if we are to avoid irreversible 
ecological decline.”! Today, with a quarter-century still remaining in this 
projected time line, it appears to have been too optimistic. Available 
evidence now strongly suggests that under a regime of business as usual 
we could be facing an irrevocable “tipping point” with respect to climate 
change within a mere decade.” Other crises such as species extinction 
(percentages of bird, mammal, and fish species “vulnerable or in 
immediate danger of extinction” are “now measured in double digits”);° 
the rapid depletion of the aceans’ haunty; desertification; deforestation; 
air pollution; water shortages/pollution; soil degradation; the imminent 
peaking of world oil production (creating new geopolitical tensions); and 
a chronic world food crisis—all point to the fact that the planet as we 
know it and its ecosystems are stretched to the breaking point. The. 
moment of truth for the earth and human civilization has arrived. 

To be sure, it is unlikely that the effects of ecological degradation in 
our time, though enormous, will prove “apocalyptic” for human 
civilization within a single generation, even under conditions of capitalist 
business as usual. Measured by normal human. life spans, there is 
doubtless considerable time still left before the full effect of the current 
human degradation of the planet comes into play. Yet, the period 
remaining in which we can avert future environmental catastrophe, before 
it is essentially out of our hands, is much shorter. Indeed, the growing. 
sense’ of urgency of environmentalists has to do with the prospect of 
various tipping points being reached as critical ecological thresholds are 
e leading to the possibility of a drastic contraction of life on 
earth. 





John Bellamy Foster is editor of Monthly Review and professor of sociology at the 
University of Oregon. Brett Clark is assistant professor of sociology at North Carolina 
State University. Richard York is coeditor of Organization & Environment and associate 
professor of sociology at the University of Oregon. Their book, Critique of Intelligent 
Design: Materialism versus Creationism from Antiquity to the Present, will be 
published by Monthly Review Press in September. 
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Such a.tipping point, for example, would be. an ice free Arctic, which 
could happen within two decades or less (some scientists believe as 
early as 2013). Already in summer 2007 the Arctic lost in a single week 
an area of ice almost twice the size of Britain. The vanishing Arctic ice 
cap means an enormous reduction in.the earth’s reflectivity (albedo), 
thereby sharply increasing global warming (a positive feedback known as 
the “albedo flip”). At the same time, the rapid disintegration of the ice 
sheets in West Antarctica and Greenland points to rising world sea 
levels, threatening coastal regions and islands.* 

The state of the. existing “planetary emergency” with respect to 
climate change was captured this year by James Hansen, director of 
NASA’s Goddard Institute for Space Studies and the leading U.S. 
climatologist: 


Our home planet is dangerously near a tipping point at which 
human-made greenhouse gases reach a level where major climate 
changes can proceed mostly under their own momentum. Warming 
will shift climatic zones by intensifying the hydrologic cycle, 
affecting freshwater availability and human health. We will see 
repeated coastal tragedies associated with storms and continuously . 
rising sea levels. The implications are profound, and the only 
resolution is for humans to move to a fundamentally different 
‘energy pathway within a decade. Otherwise, it will be too late for 

= one-third of the world’s animal and plant species and millions of 
the most vulnerable members of our own species. 


According to environmentalist Lester Brown in his Plan B 3.0, “We 
are crossing natural thresholds that we cannot see and violating 
deadlines that we do not recognize. Nature is the time keeper, but we 
. cannot see the clock....We.are in a race between tipping points in the 
earth’s natural systems and those in the world’s political systems. Which 
will tip first?”® As the clock continues to tick and little is accomplished 
it is obvious that the changes to be made have to be all the more 
sudden and massive to stave off ultimate disaster. This: raises the 
question of more’ revolutionary social change as an ecological as well as 
social necessity. 

Yet, if revolutionary solutions are increasingly required to address the 
ecological problem, this is precisely what the existing social system is 
guaranteed not to deliver. Today’s environmentalism is aimed principally 
at those measures necessary to lessen the impact of the economy on the 
planet’s ecology without challenging the economic system that in its very 
workings produces the immense environmental problems we now face. 
What we call “the environmental problem” is in the end primarily a 
> problem of political economy. Even the boldest establishment economic 
attempts to address climate change fall far short of what is required to 
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protect the earth—since the “bottom line” that constrains all such plans 
under capitalism is the necessity of continued, rapid growth in 
production and profits. 


The Dominant Economics of Climate Change 


The economic constraint on environmental action can easily be seen 
by looking at what is widely regarded as the most far-reaching 
establishment attempt to date to deal with The Economics of Climate 
Change in the form of a massive study issued in 2007 under that title, 
commissioned by the UK Treasury Office.’ Subtitled the Stern Review 
after the report’s principal author Nicholas Stern, a former chief 
economist of the World Bank, it is widely viewed as the most important, 
and most, progressive mainstream treatment of the economics of global 
warming.® The Stern Review focuses on the target level of carbon dioxide 
equivalent (CO,_) concentration in the atmosphere necessary to stabilize 
global average temperature at no more than 3°C (5.4°F) over pre- 
industrial levels. (CO, refers to the six Kyoto greenhousé gases—carbon 
dioxide [CO,], methane, nitrous oxide, hydrofluorocarbons, 
perfluorocarbons, and sulfur hexafluoride—all expressed in terms of the 
equivalent amount of CO,. While CO, concentration in the atmosphere 
today is 387 parts per million [ppm], CO,, is around 430 ppm.) 

The goal proposed by most climatologists has been to try to prevent 
increases in global temperature of more than 2°C (3.6°F) above pre- 
industrial levels, requiring stabilization of atmospheric.CO,. at 450-ppm, 
since beyond that all sorts of positive feedbacks and tipping points are 
likely to come into play, leading to an uncontrollable acceleration of 
climate change. Indeed, James Hansen and other climatologists at 
NASA’s Goddard Institute for Space Studies have recently argued: “If 
humanity wishes to preserve a planet similar to that on which civilization 
developed and to which life on Earth is adapted, paleoclimate evidence 
and ongoing climate change suggest that CO, will need to be reduced 
from its current 385 ppm to at most 350 ppm.”® The Stern Review, 
however, settles instead for a global average temperature increase of no 
more than 3°C (a threshold beyond which the environmental effects would 
undoubtedly be absolutely calamitous), which it estimates can likely be 
achieved if CO, in the atmosphere were stabilized at 550 ppm, roughly 
double pre-industrial levels. 

Yet, the Stern Review acknowledges that current environmental 
sensitivities “imply that there is up to a one-in-five chance that the 
world would experience a warming in excess of 3°C above pre-industrial 
[levels] even if greenhouse gas concentrations were stabilised at today’s 
level of 430 ppm CO” Moreover, it goes on to admit that “for 
stablisation at 550 ppm CO,, the chance of exceeding 3°C rises to 30- 
70%.” Or as it states further on, a 550 ppm CO, suggests “a 50:50 
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chance of a temperature increase above or below 3°C, and the Hadley 
Centre model predicts a 10% chance of exceeding 5°C [9°F] even at this 
level.” A 3°C increase would bring the earth’s average global temperature 
to a height last seen in the “middle Pliocene around 3 million years 
ago.” Furthermore, such an increase might be enough, the Stern Review 
explains, to trigger a shutdown of the ocean’s thermohaline circulation 
warming Western Europe, creating abrupt climate change, thereby 
plunging Western Europe into Siberian-like conditions. Other research 
suggests that water flow in the Indus may drop by 90 percent by 2100 if 
global average temperatures rise by 3°C, potentially affecting hundreds of 
millions of people. Studies by climatologists indicate that at 550 ppm 
CO,, there is more than a 5 percent chance that global average 
temperature could rise in excees of 8°C (14.4°F). All of this suggests that 
a stabilization target of 550 ppm CO,, could be ‘disastrous for the earth 
as we know it as well as its people. 

Why then, if the risks to the planet and civilization are so enormous, 
does the Stern Review emphasize attempting to keep global warming at 
3°C by stabilizing CO, at 550 ppm (what it describes at one point as 
“the upper limit to the stabilisation range”)? To answer this it is 
necessary to turn to some additional facts of a more economic nature. 

Here it is useful to note that an atmospheric concentration level close 
to 550 ppm CO, would result by 2050 if greenhouse gas emissions’ 
simply continued at present levels without any increases in the 
intervening years. However, as the Stern Review itself notes, this is 
unrealistic under business as usual since global greenhouse gas emissions 
can be expected to continue to increase on a “rapidly rising trajectory.” 
Hence, an atmospheric CO, level of 550 ppm under more realistic 
assumptions would be plausibly reached by 2035. This would increase 
the threat of 750 ppm CO,, (or more) and a rise in“global average 
temperature in excess of 4.3°C (7.7°F) within the next few decades after 
` that. (indeed, IPCC scenarios include the possibility that atmospheric 
carbon could rise to 1,200 ppm and global average temperature by as 
much as 6.3°C [11.3°F] by 2100.) 

To counter this business-as-usual scenario, the Stern Review proposes 
a climate stabilization regime in which greenhouse gas emissions would 
peak by 2015 and then drop | percent per year after that, so as to 
stabilize at a 550 ppm CO,, (with a significant chance that the global 
average temperature increase would thereby be kept down to 3°C). 

But, given the enormous dangers, why not aim at deeper cuts in 
greenhouse gas emissions, a lower level of atmospheric CO,, and a 
smaller increase in global average temperature? After all most 
climatologists have been-calling for the stabilization of atmospheric CO,, 
450 ppm or less, keeping the globa] temperature increase at about 2°C 
above pre-industrial levels. While Hansen and his colleagues at NASA’s 
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Goddard Institute have now gone even further arguing that the target 
should be 350 ppm CO,,. 

The Stern Review ‘is very explicit, however, that such a radical 
mitigation of the problem should not be attempted. The costs to the 
world economy of ensuring that atmospheric CO, stabilized at present 
levels or below would be prohibitive, destabilizing capitalism itself. 
“Paths requiring very rapid emissions cuts,” we are told, “are unlikely to 
be economically viable.” If global greenhouse gas emissions peaked in 
2010 the annual emissions reduction rate necessary to stabilize 
atmospheric carbon at 450 ppm, the Stern Review suggests, would be 7 
percent, with emissions dropping by about 70 percent below 2005 levels 
by 2050. This is viewed as. economically insupportable. 

Hence, the Stern Review’s own preferred scenario, as indicated, is a 
550 ppm target that would see global greenhouse gas emissions peak in. 
2015, with the emission cuts that followed at a rate of 1 percent per year. 
By 2050 the reduction in the overall level of emissions (from 2005 levels) 
in this scenario would only be 25 percent. (The report also considers, 
with less enthusiasm, an in-between 500 ppm target, peaking in 2010 and 
requiring a 3 percent annual drop in global emissions.) Only the 550 ppm 
target, the Stern Review suggests, is truly economically. viable because 
“it is difficult to secure emission cuts faster than about 1% per year 
except in instances of recession”.or as the result of a major social 
upheaval such as the ‘collapse of the Soviet Union. 

Indeed, the only actual example that the Stern Review is able to find 
of a ‘sustained annual cut in greenhouse gas emissions of 1 percent or 
more, coupled with economic growth, among leading capitalist states 
was the United Kingdom in 1990-2000. Due to the discovery of North 
Sea oil and natural gas, the United Kingdom was able to switch 
massively from coal to gas in power: generation, resulting in a l percent 
average annual drop in its greenhouse gas emissions during that decade. 
France came close to such a 1 percent annual drop in 1977-2003, reducing 
its greenhouse gas emissions by .6 percent per year due to a massive 
switch to nuclear power. By far'the biggest drop for a major state was 
the 5.2 percent per year reduction in greenhousé gas emissions in the 
Former Soviet Union in 1989-98. This however went hand in hand with a 
social-system breakdown and a drastic shrinking of the economy. All of 
this signals that any reduction in CO,, emissions beyond around 1 
percent per year would make it virtually ‘impossible to maintain strong 
economic growth—the bottom line of the capitalist economy. 
Consequently, in order to keep the treadmill of profit and production 
going the world needs to risk environmental Armageddon.”© 


Accumulation and the Planet 
None of this should surprise us. Capitalism since its birth, as Paul 
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Sweezy wrote in “Capitalism and the Environment,” has been “a 
juggernaut driven by the concentrated energy of individuals and small 
groups single-mindedly pursuing their own interests, checked only by 
their mutual competition, and controlled in the short run by the 
impersonal forces of the market and in the longer run, when the market 
fails, by devastating crises.” The inner logic of such a system manifests 
itself-in the form of an incessant drive for economic expansion for the 
sake of class-based profits and accumulation. Nature and human labor 
are exploited to the fullest to fuel this juggernaut, while the destruction 
wrought on each is externalized so as to not fall on the system's own 
accounts. : 

“Implicit in the very concept of this system,” Sweezy continued, “are 
interlocked and enormously powerful drives to both creation and 
destruction. On the plus side, the creative drive relates to what 
humankind can get out of nature for its own uses; on the negative side, 
the destructive drive bears most heavily on nature’s capacity to respond 
to the demands placed on it. Sooner or later, of course, these two drives 
are contradictory and incompatible.” Capitalism’s overexploitation of 
nature’s resource taps and waste sinks eventually produces the negative 
result of undermining both, first on a merely regional, but later on a 
world and even planetary basis (affecting the climate itself). Seriously 
addressing environmental crises requires “a reversal, not merely a 
slowing down, of the underlying trends of the last few centuries.” This, 
however, cannot be accomplished without economic regime change.” 

With climate change now more and more an establishment concern, 
and attempts to avert it now increasingly institutionalized in the 
established order, some have pointed to the “death of environmentalism” 
as an oppositional movement .in society. ? However, if some 
environmentalists have moved toward capitalist-based strategies in the 
vain hope of saving the planet by these means, others have moved in the 
opposite direction: toward a critique of capitalism as inherently 
ecologically destructive. A case in point is James Gustave Speth. Speth 
has: been called the “ultimate insider” within the environmental 
movement. He served as chairman of the Council on Environmental 
Quality under President Jimmy Carter, founded the World Resources 
Institute, co-founded the Natural Resources Defense Council, was a 
senior adviser in Bill Clinton’s transition team, and administered the 
United Nations Development Programme from 1993 to 1999. At present 
he is dean of the prestigious Yale School of Forestry and Environmental 
Studies. Speth is a winner of Japan’s Blue Planet Prize. 

Recently, however, in his Bridge at the Edge of the World: Capitalism, 
the Environment, and Crossing from Crisis to Sustainability (2008), Speth 
has emerged as a devastating critic of capitalism’s destruction of the 
environment. In this radical rethinking, he has chosen to confront the 
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full perils brought on by the present economic system, with its pursuit 
of growth and accumulation:at any cost. “Capitalism as we know-it 
today,” he writes, “is incapable of sustaining the environment.” The 
crucial problem from an environmental perspective, he believes, is 
exponential economic growth, which is the driving element of capitalism. ` 
Little hope can .be provided in:-this respect by so-called 
“dematerialization” (the notion that growth can involve a decreasing 
impact on the environment), since it can be shown that the expansion of » 
output overwhelms all increases in efficiency in throughput of materials 
and energy. Hence,.one can only conclude that “right now...growth is the 
enemy of [the] environment. Economy and environment remain in 
collision.” Here the issue of capitalism becomes unavoidable. “Economic 
growth is modern capitalism’s principal and most prized product.” Speth 
favorably quotes Samuel Bowles and Richard Edwards’s Understanding 
Capitalism, which bluntly stated: “Capitalism is differentiated from other 
economic systems by its drive to accumulate, its predisposition toward _ 
change, and its built-in tendency to expand.” 

The principal environmental problem for Speth then is capitalism as 
the “operating system” of the modern economy. “Today’s corporations 
have been called ‘externalizing machines?” Indeed, “there are 
fundamental biases in capitalism that favor the present over the future 
and the private’ over the public.” Quoting the system’s own defenders, 
Robert Samuleson and William Nordhaus, in the- seventeenth (2001) 
edition of their textbook on Macroeconomics, Speth points out that 
capitalism is the quintessential “Ruthless Economy,” engaged “in the 
relentless pursuit of profits.” 

Building on this critique, Speth goes on to conclude in his book that: 
(1) “today’s system of political economy, referred to here as modern 
capitalism, is destructive of the environment, and not in a minor way 
but in a way that profoundly threatens the planet”; (2) “the affluent 
societies have reached or soon will reach the point where, as Keynes put 
it, the economic problem has been solved...there is enough to go 
around”; (3) “in the more affluent societies, modern capitalism is no 
longer enhancing human well-being”; (4) “the international social 
movement for change—which refers to itself as ‘the irresistible rise of 
global anti-capitalism —is stronger than many imagine and will grow 
stronger; there is a coalescing of forces: peace, social justice, community, 
ecology, feminism—a movement of movements”; (5) “people and groups 
are busily planting the seeds of change through a host of alternative 
arrangements, and still other attractive directions for upgrading to a new 
operating system have been identified”; (6) “the end of the Cold 
War...opens the door...for the questioning of today’s capitalism.” 

Speth does not actually embrace socialism, which he associates, in 
the Cold War manner, with Soviet-type societies in their most regressive 


ANALYTICAL MONTHLY REVIEW / JULY-AUGUST 2008 7 


FOSTER, CLARK & YORK 


form. Thus he argues explicitly for a “nonsocialist” alternative to 
capitalism. Such a system would make use of markets (but not the self- 
regulating market society of traditional capitalism) and would promote a 
“New Sustainability World” or a “Social Greens World” (also called 
“Eco-Communalism”) as depicted by the Global Scenario Group. The 
latter scenario has been identified with radical thinkers like William 
Morris (who was inspired by both Marx and Ruskin). In this sense, 
Speth’s arguments are not far from that of the socialist movement of the 
twenty-first century, which is aimed at the core values of social justice 
and ecological sustainability. The object is to create a future in which 
generations still to come will be able to utilize their creative abilities to 
the fullest, while having their basic needs met: a result made possible 
only through the rational reorganization by the associated producers of 
the human metabolism with nature.” 

Such rational reorganization of the metabolism between nature and 
society needs to be directed not simply at climate change but also at a 
whole host of other environmental problems. Some of these are addressed 
in the present issue: the geopolitics of peak oil Gohn Bellamy Foster), 
the production of biofuels as a liquid fuel alternative and its 
consequences (Fred Magdoff), the economics of climate change (Mindi 
Li), the science of climate change (John W. Farley), the ocean crisis 
(Brett Clark and Rebecca Clausen), the problem of large dams (Rohan 
D’Souza), and the world water crisis (Maude Barlow). Other ecological 
crises of great importance are not, however, dealt with here: species 
extinction (and loss of biological diversity in general), deforestation, 
desertification, soil degradation, acid rain, the proliferation of toxic 
wastes (including in living tissues), market-regulated biotechnology, 
urban congestion, population growth, and animal rights. No single issue 
captures the depth and breadth of what we call “the environmental 
problem,” which encompasses al] of these ecological contradictions of 
our society and more. If we are facing a “moment of truth” with respect 
to ecology today, it has to do with the entire gamut of capitalism’s 
effects on natural (and human) reproduction. Any attempt to solve one of 
these problems (such as climate change) without addressing the others 
is likely to fail, since these ecological crises, although distinct in. various 
ways, typically share common causes. 

In our view, only a unified vision that sees human production as not 
only social, but also rooted in a metabolic relation to nature, will provide’ 
the necessary basis to confront an ecological rift that is now as wide as 
the planet. Such a unified vision is implicit in the articles included in 
this issue. A more explicit treatment of the political aspects of this 
struggle will appear in a second special issue of Monthly Review on 


ecology (meant to complement this one) to be published this coming 
fall. 
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Why Not? 

In 1884, William Morris, one of the great creative artists, 
revolutionary socialist intellectuals, and environmental thinkers of the 
late nineteenth century, wrote an article entitled “Why Not?” for the 
socialist journal Commonweal. He was especially concerned with the fact 
that most people, including many socialists in his time, in rebelling 
against the evils of capitalism, tended to picture the future in terms that 
were not that far removed from many of the worst, most environmentally 
and humanly destructive, aspects of capitalism itself. | 

- “Now under the present Capitalist system,” Morris observed, 


it is difficult to see anything which might stop the growth of 
these horrible brick encampments; its tendency is undoubtedly to 
depopulate the country and small towns for the advantage of the 
great commercial and manufacturing centres; but this evil, and it 
is a. monstrous one, will be no longer a necessary evil when we 
have got rid of land monopoly, manufacturing for the profit of 
individuals, and the stupid waste of competitive distribution. 


Looking beyond the “terror and the grinding toil” in which most 
people were oppressed, Morris argued, there was a need to recognize 
other ends of social existence: most notably “the pleasure of life to be 
looked forward to by Socialists.” “Why,” he asked; 


should one third of England be so stifled and poisoned with 
smoke that over the greater part of Yorkshire (for instance) the 
general idea must be that sheep are naturally black? And why must 
Yorkshire and Lancashire rivers run mere filth and dye? 


Profits will have it so: no one any longer pretends that it would 
not be easy to prevent such crimes against decent life: but the 
‘organizers of labour,’ who might better be called ‘organizers of 
filth,’ know that it wouldn’t pay; and as they are for the most part 
of the year safe in their country seats, or shooting—crofters’ 
lives—in the Highlands, or yachting in the Mediterranean, they 
rather like the look of the smoke country for a. change as 
something, it is to be supposed, stimulating to their imaginations 
concerning—well, we must not get theological. 


In rejecting all of this, Morris asked, was it not possible to create a- 
more decent, more beautiful; more fulfilling, more healthy, less hell-like 
way of living, in which all had a part in the “share of earth the Common 
Mother” and the sordid world of “profit-grinding” was at last brought 
to an end? Why Not?4 


Notes . 
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Peak Oil and Energy Imperialism 


JOHN BELLAMY FOSTER 


The rise in overt militarism and imperialism at the outset of the 
twenty-first century can plausibly be attributed largely to attempts by - 
the dominant interests of the world economy to gain control over. 
diminishing world oil supplies.’ Beginning in 1998 a series of strategic 
energy initiatives were launched in national security circles in the United 
States in response to: (1) the crossing of the 50 percent threshold in U.S. 
importation of foreign oil; (2) the disappearance of spare world oil 
production capacity; (3) concentration of an increasing percentage of all 
remaining conventional oil resources in the Persian Gulf; and (4) looming 
fears of peak oil. 

The response of the vested interests to this world oil supply crisis 
was to construct what Michael Klare in Blood and Oil has called a global 
. “strategy of maximum extraction.”” This required that the United States 
as the hegemonic power, with the backing of the other leading capitalist 
states, seek to extend its control over world oil reserves with the object 
of boosting production. Seen in this light, the invasion and occupation of 
Afghanistan (the geopolitical doorway to Western access to Caspian Sea 
Basin oil and natural gas) following the 9/1] attacks, the 2003 invasion of 
Iraq, the rapid expansion of U.S. military activities in the Gulf of Guinea 
in Africa (where Washington sees itself as in competition with Beijing), 
and the increased threats now directed at Iran and Venezuela—all signal 
the rise of a dangerous new era of energy imperialism. 


The Geopolitics of Oil © 


In April 1998 the United States for the first time imported the 
majority of the petroleum it consumed. The crossing of this threshold ~ 
pointed to a very rapid growth in U.S. foreign oil dependency. At the 
same time fears that the world would soon reach peak oil production 
became increasingly prominent, assuming a high profile behind the scenes 
in establishment discussions. A key event was the publication in 
Scientific American in March 1998 of “The End of Cheap Oil” by retired 
oil industry geologists Colin J. Campbell and Jean H. Laherrére. “The 
End of Cheap Oil” predicted that world oil production would peak 
“probably within 10 years.” The Campbell and Laherrére article and the 
question of peak oil immediately drew the attention of the International 
Energy Agency (IEA), the OECD’s energy organization, in its World 
Energy Outlook of 1998. The IEA claimed that even adopting the 
pessimists’ assumptions on the real extent of world oil reserves and the 
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existence of a bell-shaped production curve (but without the sharp oil 
price hike suggested by Campbell), its own long-term supply model 
“would not peak until around 2008-2009.” Employing the IEA’s own 
assumptions on reserves, moreover, would push the peak back around a 
decade further.’ This, however, was still far from distant. The peaking of 
United Kingdom North Sea oil production in 1999 (Norwegian production 
peaked two years later) added a still greater sense of urgency. 

Matthew Simmons, CEO of the Houston-based energy ~ 
investmentbanking firm Simmons and Company International. and a 
member. of the National Petroleum, Council and the Council on Foreign 
Relations, published an article in Middle East Insight in 1999 in which 
he emphasized the “far faster” depletion of major oil fields arising from 
high-extraction technology. Rather than extending the life of oil fields as 
previously supposed, the introduction of this technology most likely 
accelerated their depletion. Referring to oil fields “brought into. 
production since 1970,” Simmons noted that “almost all of these new 
fields have already reached peak production and are now experiencing 
rapid rates of decline....And when the stable base of old, but giant, 
fields also starts to deplete, ” he asked, “what will this do to the world’s 
average depletion rate?” > 

In 2000 Simmons’s concerns regarding diminishing oil supply led to 
his becoming an energy advisor for George W. Bush’s presidential 
campaign. As he recounted it in a February 2008 interview, he had 
“pulled aside” Bush’s “first cousin” in early March 2000 to tell him of an 
earlier conversation he had had with an assistant to Secretary of Energy 
Bill Richardson, who had been sent to examine the spare oil production 
capacity of the OPEC countries. As Simmons reported to Bush’s cousin: 


1 said, “When you have someone who is the head of U.S. oil 

policy call you and [say ‘shit!] about five times in 20 seconds, 

this is so much worse than what they’ve warned us about.” I said, ’ 
“Between now and the election, if this all breaks out and Bush is 
misinformed, he can  mispronounce every head of state in the 
world, but this, this will sink you.” And that dragged me into 
helping create the comprehensive energy plan put forth by Bush 
when he was running. 


Simmons was a member of the Bush-Cheney Energy Transition 
Advisory Committee, advising on the growing oil constraints. His 2005 
book, Twilight in the Desert: The Coming Saudi Oil Shock and the 
World Economy, arguing that the Saudi oil production peak was 
imminent, has become one of the most influential works propounding 
the peak oil notion.® 

The Energy Information Administration (EIA) of the U.S. Department 
of Energy conducted a full assessment of the peak oil issue as early as 
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July 2000, considering a number of scenarios. As opposed to those who 
saw the peak occurring “as early as 2004” the EIA concluded that “world 
conventional oil production may increase two decades or more before it 
begins to decline.” The analysis itself, however, was not altogether 
reassuring to the vested interests, since it suggested that a world oil 
peak could be reached as early as 2021. 

These concerns with regard to world oil supply that began to 
penetrate the corridors of power in the 1998-2001 period led to a wide- 
ranging debate within the inner circles in the United States about the 
nature of the oil extraction problem and the strategic means with which 
to alleviate it. This. was increasingly integrated with wider issues on the 
expansion of the U.S. empire raised by groups such as the Project for a 
New American Century.° 

In July 1998 the Center for Strategic and International Studies (CSIS) 
launched its “Strategic Energy Initiative,” at the urging of former 
chairman of the Senate Armed Services Committee Sam Nunn and former 
secretary of defense (and former secretary of energy) James R. 
Schlesinger. In November 2000, the Strategic Energy Initiative issued a 
three volume report, The Geopolitics of Energy into the 2I* Century, with 
Nunn and Schlesinger as cochairs. It stressed that the Persian Gulf would 
have to expand its energy production “by almost 80 percent during 
2000-2020” in the face of rising demand and declining oil production 
elsewhere in the world in order to meet world energy needs. 

The question of a world oil peak in the decade 2000-10 was also 
examined, focusing on the arguments of Campbell and Laherrére and 
Simmons. The CSIS Strategic Energy Initiative officially rejected the 
notion that the world oil peak would be reached as early as 2010. 
Nevertheless, its report took the peak oil issue extremely.seriously. As 
the “only superpower” the United States, it declared, had “special 
responsibilities for preserving worldwide energy supply” and “open 
access” to the world’s oil. Underscored throughout the report was the 
necessity of finding ways to increase oil exports from Iraq and Iran both 
then under U.S. economic sanctions. 

In 2001 the James Baker HI Institute’ for Public Policy of Rice 
University and the Council on Foreign Relations cosponsored a study of 
‘Strategic Energy Policy Challenges for the 21“ Century, chaired by energy 
analyst Edward L. Morse. Task force members included both oil 
optimists, such as Morse and Daniel Yergin of Cambridge Energy 
Research Associates, and oil -pessimists such as peak oi] proponent. 
Simmons. The Baker Institute/Counci] on Foreign Relations report 
emphasized the adequacy of world oil reserves for decades to come but 
argued that world oi] was facing “tight supply” due to “underinvestment” 
in new production capacity and “volatile states.” Excess capacity had 
been “wiped out,” falling to “negligible” amounts, partly due to oil 
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producing countries devoting oil revenues to social projects rather than 
to investment in new production capacity. 

* In this situation, the Baker Institute/Council on Foreign Relations 
report pointed out that Iraq had emerged as a key “swing producer” of 
oil, operating well below capacity, and in the previous year “turning its 
taps on and off when it has felt such action was in its strategic interests 
to do so.” This presented a growing danger to the world capitalist 
economy, which included the “possibility that Saddam Hussein may 
remove Iraqi oil from the market for an extended period.” Indeed, “Iraqi 
reserves,” the Strategic, Energy Policy report emphasized, “represent :a 
major asset that can quickly add capacity to world oil markets and inject 
a more competitive tenor to oil trade.” Investment in the enhancement of 
Iraqi oil production capacity was essential. The problem was what to do 
about Saddam Hussein. 

Overall, the Baker Institute/Council on Foreign Relations report 
emphasized, the stakes were exceedingly high, since there was a danger 
that oil price increases and supply shortages would make “the United 
States appear more similar to a poor developing country.” 

The answer was for the Western powers led by the United States to 
play a more direct role in the development of world oi] resources. This 
would be coupled with replacement of the current political economy of 
oil dominated by national oil companies, which had arisen with the 
growth of “resource nationalism” in the third world, with one in which 
the multinational oil corporations centered in the advanced „capitalist 
economies once again took charge of reserves and investments.) 

These reports by national security analysts on strategic energy policy 
were followed in May 2001 by the White House release of its National . 
Energy Policy, issued under the direction of Vice President Dick Cheney. 
It too emphasized the need for U.S. petroleum security, noting that total: 
U.S. oil production had fallen 39 percent below its 1970 peak and that 
U.S. reliance on foreign oil imports could increase to almost two-thirds 
of its total gasoline and heating oil consumption by 2020. President Bush 
warned in May 2001 that dependence on foreign crude oil put U.S. 
“national energy security” in the hands of “foreign nations, some of 
whom do not share our interests.” 

In terms of the long-term world oil supply outlook, the U.S. 
Department of Energy’s International Energy Outlook in 2001 projected 
the need for a doubling of Persian Gulf oil production over 1999 levels by 
2020 in order to meet expected world demand. This optimistic forecast 
could not possibly be fulfilled, however, without massive investment in 
an expansion of capacity in the Persian Gulf of a kind that key states, 
such as Iraq and Iran, and’ even Saudi Arabia, seemed unlikely to 
undertake. Iraqi crude oil production in 2001] was 31 percent less than in 
1979, while Iran’s had fallen by about 37 percent since 1976. Both nations 
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were viewed as underproducing due to underinvestment and the effects 
of sanctions. The IEA estimated that Persian Gulf states would have to 
invest over half a trillion dollars on new equipment and technology for 
oil production capacity expansion by 2030 in order to meet projected oil 
production levels.” | 

U.S. national security and energy analysts as’ well as energy 
corporations and the Bush administration had thus arrived at the 
conclusion by spring 2001 that, while substantial oil reserves still 
existed, capacity was extremely tight, presaging a series of oil price 
shocks. Only a vast increase of oil production in the Persian Gulf as a 
whole could prevent an enormous gap emerging between oil production 
and demand over the next two decades. Behind all of this lay the specter 
of peak oil production. 

Rather than try to solve the problem on the demand side by lessening 
consumption, the Bush administration turned, as had all other 
administrations before it, to the military as the ultimate guarantor. As 
Michael Klare wrote in his Blood and Oil 


In the months before and after 9/11, the Bush administration 
fashioned a comprehensive strategy for American domination of 
the Persian Gulf and the procurement of ever-increasing quantities 
of petroleum. It is unlikely that this strategy was ever formalized 
in a single, all-encompassing White House document. Rather, the 
administration adopted a series of policies that together formed a 
blueprint for political, economic, and military action in the Gulf. 
This approach—I call it the strategy of maximum extraction—was 
aimed primarily at boosting’ the ofl output of the major Gulf 
producers. But since the sought-after increases could be doomed 
by instability and conflict in the region, the strategy also entailed 
increased military intervention.” 


Militarily the issue was one of shoring up Sandi Arabia in the face of 
growing signs of instability, carrying out regime change in Iraq, and 
exerting maximum pressure on Iran. Key figures in the Bush 
-administration such as Donald Rumsfeld and Paul Wolfowitz had been 
. pushing for an invasion of Iraq even before the election. Once the 
September 2001 attacks occurred, the “War on Terrorism” led to the 
invasion first of Afghanistan, giving the United States a geopolitical 
doorway (and pipeline route) to Central Asia and the Caspian Sea Basin, 
followed by the invasion in 2003 of Iraq. From the standpoint of the 
geopolitics of oil, Saddam Hussein’s removal and the occupation of Iraq 
was seen as enhancing the security of Middle East oil, presenting the 
possibility of a big boost in Iraqi oil production, and providing a staging 
ground for increased U.S. military, political, and economic dominance of 
the Gulf. U.S. strategic control of the Middle East and its oil was 
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viewed as the key to establishing the basis of a “new American century.” 

As former Federal Reserve Board Chairman Alan Greenspan, the top 
U.S. economic official throughout this period, stated in his book The 
Age of Turbulence in 2007: “I am saddened that it is politically 
inconvenient to acknowledge what everyone knows: that the Iraq war is 
largely about oil.” The U.S. invasion of Iraq, Greenspan claimed, needed 
‘to be seen against the background of- previous Western military 
interventions aimed at securing the oil of the region, for example: “the 
reaction, to and reversal of, Mossadeq’s nationalization of Anglo-Iranian 
oil in 1951 [resulting in the CIA’s overthrow of Iranian Prime Minister 
Mossadeq and the installation of the Shah in 1953] and the aborted effort 
by Britain and France to reverse Nasser’s takeover of the key Suez Canal 
link for oil flows to Europe in 1956.” The U.S. intervention in Iraq and 
its increased military role in the Middle East was, for Greenspan—the 
leading spokesperson for financial capital in the 1990s and early 2000s— 
justified by the fact that “world growth over the next quarter century at 
rates commensurate with the past quarter century. will require between 
one-fourth and two-fifths more oil than we use today.” And this vast 
increase in oil production needed to come largely from the Persian Gulf, 
where two-thirds of the world’s reserves and hence most of its capacity 
for increased extraction was located.” 

Although the Bush administration criticized Greenspan’s statement, 
the centrality of oil in the occupation of Iraq was not something that it 
could easily deny. In a September 13, 2007, prime time television speech, 
Bush declared that if the United States were to pull out of Iraq 
“extremists could control a key part of the global energy supply.”" 


Peak Oil: A Global Turning Point? 


In the five years that have elapsed since the United States invaded 
Iraq the werld oil supply problem has drastically worsened. Estimates of 
the potential for increased Iraqi oil production-made prior to the war 
had suggested that Iraq free of sanctions could potentially increase its 
crude oil production within a decade from its previous 1979 high of 3.5 
million barrels a day (mb/d) to 6 or even 10 mb/d.” Instead, Iraq’s 
average annual oil production in 2007 had fallen to 13 percent below its 
2001 level, having declined from 2.4 to 2.1 mb/d. Oii production in the 
Persian Gulf as a whole increased by 2.4 mb/d on average between 2001 
and 2005 and then dropped by 4 percent in 2005-07, along with the 
stagnation of world oil production as a whole.’° 

At the time U.S. troops reached Baghdad peak oil was already a 
specter looming over the globe. Today it is present in all establishment 
discussions of the world oil issue. Peak oil is not the same as running 
out of oil. Rather it simply means the peaking and subsequent terminal 
decline of oil production, as determined primarily by geological and 
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technological factors. The extraction of oil from any given oil well 
typically takes the form of a symmetrical, bell-shaped curve with 
extraction steadily rising, e.g., by 2 percent a year, until a peak is 
reached when about half of the accessible oil has been extracted. Since 
oil production for an entire country is simply a product of the 
aggregation of individual wells, national oil production can be expected 
to take the form of a bell-shaped curve as well. Geologists have become 
adept at estimating the point at which a peak in national production will 
` occur. These methods were pioneered in the 1950s by oil geologist M. 
King Hubbert, who achieved fame for successfully predicting the U.S. oil 
peak in 1970. The eventual peak in oi] production is therefore sometimes 
known as “Hubbert’s peak.” “ 

Peak oil is generally viewed in terms of the peaking of conventional 
crude oil supplies on which the main estimates of oi] reserves are based. 
There are also unconventional sources of oil that can be produced at 
much greater cost and with a much lower energy returned on energy 
invested (EROEI) ratio. These include heavy oil, petroleum derived from 
oil sand, and shale oil. As the price of oil rises some of these sources - 
become more exploitable, but also at much greater cost—monetarily and 
to the environment. It is estimated that it takes an equivalent of two out 
of three barrels of oil produced to pay for the energy and other costs 
- associated with extracting oil from the tar sands in Alberta. It requires 
one billion cubic feet of natural gas to generate one million barrels of 
synthetic oil from oil sands. Two tons of sand must be mined to get one 
barrel of oil. Oil sand mining also requires vast quantities of water, 
producing two and a half gallons of toxic liquid waste for every barrel of 
oil extracted. This liquid waste is stored in enormous and rapidly 
expanding “tailing ponds.” The economic and environmental costs are 
thus prohibitive. Peak oil therefore inevitably signals the end of cheap 
oil. 

A key part of the argument on peak oil is the fact that discoveries of 
oil fields worldwide peaked in the 1960s, while the average size of new 
discoveries has also declined over time. Those who argue that peak oil is 
imminent insist that estimates of proven reserves are commonly 
exaggerated for political reasons, and that actual retrievable reserves may 
be considerably less. The conventional notion that there are forty years of 
crude oil production remaining at current rates of output is seen as 
misleading, since it exaggerates the reserves in the ground and 
downplays the fact that the economy requires that oil demand and 
production levels increase. Peak oil analysts therefore focus on production 
levels rather than reserves. 

The peak oil crisis is more sharply defined than the more general 
crisis in energy, since not only is petroleum the most protean fuel, but it 
is also the preeminent liquid fuel in transportation, for which there is no 
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easy substitute in the quantities needed. Therefore more than two-thirds 
of U.S. oil demand is in the form of gasoline and _ petrodiesel 
consumption by cars and trucks. An imminent peak in conventional oil 
thus strikes at the lifeblood of the existing capitalist economy. It 
presents the possibility -of a drastic economic dislocation and 
slowdown.” 

The peak oil debate, which-has often been fierce over the past decade, 
has now narrowed down to two basic positions. One of these is that of 
“early peakers” (usually seen as peak oil proponents proper). These 
analysts argue that peak oil will probably. be reached by 2010-12, and 
may have already been reached in 2005-06. The alternative position, 
represented by “late peakers,” is that the world oil peak will not be 
reached until 2020 or 2030.” Hence, there is a growing consensus that 
peak oil is or will soon be a reality. The chief question now is how soon, 
and whether it is already upon us. 

An added consideration is whether world oil production will face a 
classic bell-shaped curve, culminating in a slender, rounded peak, to be 
followed quickly by a decline (within what can be viewed as a 
symmetrical curve)—-or whether production will rise to a plateau and 
then stay there for a while, before declining. In fact, world oil supply 
appears already to have reached a plateau over the last three years at the 
level of 85 mb/d. This therefore has lent credence to the notion that this 
is the form the peak will initially take. 


Chart 1: World oil production and supply 
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Chart 1 shows world oil.production/supply from 1970. to 2007. “Oil” 
according to the IEA (and the EIA, which has adopted an almost 
identical approach) is defined to include “all liquid fuels and is 
accounted at the product level. Sources include natural gas liquids and 
condensates, refinery processing gains, and the production of 
conventional and unconventional oil.” Conventional or crude oil is readily 
processed oil “produced from underground hydrocarbon reservoirs by 
means of production wells.” Unconventional oi] is derived from other 
processes, such as liquefied natural gas, oil sands, oil shales, coal-to- 
liquid, biofuels, “and/or [other fuel that]...needs additional processing to 
produce synthetic crude.” The lower line in chart 1, labeled “crude oil 
` production,” refers simply to production of conventional oil. The higher 
line, labeled “world oil supply,” also includes unconventional sources 
plus net refinery processing gains (losses). The “crude oil production” 
line shows a very slight dip in 2005-07, reflecting the fact that crude oil 
production fell from an average of 73.8 mb/d in 2005 to 73.3 mb/d in 
2007. The “world oil supply” line, however, remains level at about 
85 mb/d due to a compensating rise in unconventional sources over the 
same period, resulting in what appears to'be a more definite plateau. 

Explaining that a plateau is the most likely initial outcome at the 
world level, Richard Heinberg, a leading peak oil proponent, writes: 


Why the plateau? Oil production is constrained by economic 
conditions (in an economic downturn, demand for oil falls off), as 
well as by political events such as war and revolutions. In 
addition, the shape of the production curve is modified by the 
increasing availability of unconventional petroleum sources 
(including heavy oil, natural gas plant liquids, and tar sands), as 
well as new extraction technologies. The combined effect of all of 
_ these factors is to cushion the peak and lengthen the decline 
curve.“ 


The notion that a partly geological-technical, partly political-economic, 
` plateau is emerging has now become the dominant view in the industry. 
In November 2007 the Wall Street Journal reported: 


a growing number of oil-industry chieftains are endorsing an idea 
long deemed fringe: The world is approaching a practical limit to 
the number of barrels of crude oil that can be pumped every 
day...The near adherents [to the peak oil view]—who range from 
senior Western oil-company executives to current and former 
officials of the major world exporting countries—don’t believe that 
the global oil tank is at the half-empty point. But they share the 
belief that a global production ceiling is coming for other reasons: 
restricted access to oil fields, spiraling costs and increasingly 
complex oil-field’ geology. This will create a production plateau, 
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not a peak, they contend, with oil output remaining relatively 
constant rather than rising or falling. l 


The Wall Street Journal article referred to the estimates of Cambridge 
Energy Research Associates, asserting that the peak will not be reached 
until 2030 and that it will manifest itself at first as an “undulating 
plateau.” But the Journal article also took seriously the views of Simmons, 
who pointed out that, due to declining production in old fields, an 
increased average daily oi] production equivalent to ten times current 
Alaskan production was needed “just to stay even.” Indeed, “at the 
furthest out,” he suggested, the crisis associated with the world peak in 
conventional oil production would be reached “in 2008 to 2012.” Echoing 
many of the same worries, some oil executives have raised the specter of 
an oil supply ceiling of 100 million barrels (conventional and 
uncoriventional), with petroleum supply likely falling short of expected 
demand within a decade or less.” : 

Given the appearance of a world oil production plateau at present, 
and with oil supply seemingly stuck at the 85 mb/d level, it is not 
surprising that some analysts believe that peak oil has already been 
reached. Thus Simmons and Texas oil billionaire T. Boone Pickens have 
both raised the question of whether the peak was reached in 2005. While 
the Energy Watch Group in Germany, which includes both scientists and 
members of the German parliament, contends that “world oil 
production...peaked in 2006.” 

Publicly of course the peak oil problem has often been characterized 
by establishment sources and the media as a “fringe issue.” Yet over the 
past decade the question has been pursued systematically with increasing 
concern within the highest echelons 
of capitalist society: within both 
states and corporations.” In February 
2005 the U.S. Department of Energy 
released a major report that it had 
commissioned entitled Peaking of 
World Oil Production: Impacts, 
Mitigation, and Risk Management. 
The project leader was Robert L. 
Hirsch of Science Applications 
International Corporation. Hirsch had 
formerly occupied executive positions 
in the U.S. Atomic Energy 
Commission, Exxon, and ARCO. The 
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Hirsch report concluded that peak oil 
was a little over two decades away or 
nearer. “Even the most optimistic 
forecasts,” it stated, “suggest that 
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world oil peaking will occur in less than 25 years.” The main emphasis — 


of the Hirsch report commissioned by the Department of Energy, 
however, was on the issue of the massive transformations that would be 
needed in the economy, and particularly transportation, in order to 
mitigate the harmful effects of the end of cheap oil. The enormous 
problem of converting virtually the entire stock of U.S. cars, trucks, and 
aircraft in just a quarter-century (at most) was viewed as presenting 
intractable difficulties.” 

In October 2005, Hirsch wrote an analysis for Bulletin of the Atlantic 
Council of the United States on “The Inevitable Peaking of World Oil 
Production.” He declared there that, “previous energy transitions (wood 
to coal, coal-to oil, etc.) were gradual and evolutionary; oil peaking will 
be abrupt and revolutionary. The world has never faced a problem like 
this. Without massive mitigation at least a decade before the fact, the 
problem will be pervasive and long lasting.””° 

- Similarly, the U.S. Army released a major report of its own in 
September 2005 stating: 


The doubling of ofl prices from 2003-2005 is not an anomaly, but a 
picture of the future. Oi] production is approaching its peak; low 
growth in availability can be expected for the next 5 ta 10 years. 
As worldwide petroleum production peaks, geopolitics and market 
economics will cause even more significant price increases and 
security risks. One can only speculate at the outcome from this 
scenario as world petroleum production declines.” 


Indeed, by 2005 there was little doubt in ruling circles about the 
likelihood of serious oil shortages and that peak oil was on its way soon 
or’sooner. In its 2005 World Energy Outlook the IEA raised the issue of 
Simmons’s claims in Twilight in the Desert that Saudi Arabia’s super- 
giant Ghawar oil field, the largest in the world, “could,” in the IEA’s 
words, “be close to reaching its peak if ic has not already done so.’ 
Likewise the U.S. Department of Energy, which had initially ek ies 
_Simmons’s assessment, backtracked between 2004 and 2006, degrading 
its projection of Saudi oil production in 2025 by 33 percent.”® 

In February 2007 the U.S. Government Accountability Office (GAO) 
released a seventy-five-page report on Crude Oil pointedly subtitled: 
Uncertainty about Future Oil Supply Makes It Important to Develop a 
Strategy for Addressing a Peak and Decline in Oil Production. It argued 
that almost all studies had shown that a world oil peak would occur 
_ sometime before 2040 and that.U.S. federal agencies had not yet begun 

to address the issue of the national preparedness necessary to face this 
impending emergency. For the GAO the threat of a major oil shortfall 
.. was worsened by the political risks primarily associated with four 
countries, accounting for almost one-third of world (conventional) 
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reserves: Iran, Iraq, Nigeria, and Venezuela. The fact that Venezuela 
contained “almost 90 percent of the world’s proven extra-heavy oil 
reserves” made it all the more noteworthy that it constituted a 
significant “political risk” from Washington’s standpoint.” 
In April 2008, Jeroen van der Ver, CEO of Royal Dutch Shell, 
pronounced that “we wouldn’t be surprised if this [easy] oil would peak 
somewhere in the next ten years.” Due to a combination ‘of factors | 
including production shortfalls and a declining dollar, oil in May 2008 
reached over $135 a barrel (it averaged $66 in 2006 and $72 in 2007). The 
same month Goldman Sachs shocked world capital markets by coming 
out with an assessment that oil prices could rise to as much as $200 a 
barrel in the next two years. Western oil interests were particularly 
distressed that the first production from Kazakhstan’s Kashagan oil field 
(considered the largest oil deposit in the world outside the Middle 
East) was eight years behind schedule due in part to waters frozen half 
the year. By May 2008 the IEA, according to analysts for the New York 
imes, was preparing to reduce its forecast of world oil production for 
2030 from its earlier forecasts of 116 mb/d to no more than 100 mb/d.*° 
It was alarm about gasoline prices and national energy security (and 
no doubt the specter of a world oil peak) that induced the Bush 
administration in 2006 to take a more aggressive stance in promoting 
corn-based ethanol production as a fuel substitute. In 2007, 20 percent of 
U.S. corn production was devoted to ethanol to fuel automobiles. The 
price of grain spiked worldwide partly as a result. As environmentalist 
Lester R. Brown wrote in his Plan B 3.0: “Suddenly the world is facing a 
moral and political issue that has no precedent: Should we use grain to 
fuel cars or to feed people?...The market says, Lets fuel the cars.”” 


The New Energy Imperialism 


The response in U.S. national security circles to the apparent oil 
production plateau, the disappearance of surplus oil production capacity, 
and growing fears of peak oil was swift. In October 2005 the CSIS issued 
another report, this time on Changing Risks in Global Oil Supply and 
Demand, written by Anthony Cordesmam (long-time national security 
analyst for the U.S. Department of Defense, now holder of Arleigh A. 
Burke Chair in Strategy at CSIS) and Khalid R. Al-Rodhan (a strategic 
analyst specializing in Gulf issues). Cordesman and Al-Rodhan quoted 
the IEA’s prediction in its 2004 World Energy Outlook that global oil 
production would not “peak before 2030 if the necessary investments are 
made.” Rather the immediate problem was “lagging investment” in the 
Middle East. Still, peak oil issues were not to be entirely discounted. 
Thus Cordesman and Al-Rodhan noted that, “Some analysts have 
questioned the [Saudi] Kingdom’s ability to meet sudden surges in 
demand because of its lack of spare production capacity, and others— 
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like Matthew Simmons—have estimated that Saudi production may be 
moving towards a period of sustained decline.” 

“Stability in petroleum exporting regions,” Cordesman and Al-Rodhan 
added, “is tenuous at best. Algeria, Iran, and Iraq all present immediate 
security problems, but recent experience has shown that exporting 
countries in Africa, the Caspian Sea, and South America are no more 
stable than the Gulf. There has been pipeline sabotage in Nigeria, labor 
strikes in Venezuela, alleged corruption in Russia, and civil unrest in 
Uzbekistan and other FSU [Former Soviet Union] states.”” 

Even more central than the CSIS study was a 2006 Council on Foreign 
Relations report, chaired by former CIA Director John Deutch and 
Schlesinger, entitled, National Security Consequences of U.S. Oil 
Dependency. The Deutch and Schlesinger report zeroed in on inadequate 
oil production capacity, with OPEC no longer having the surplus capacity 
with which to keep prices under control. Production from existing 
conventional oil fields throughout the world was “declining, on average, 
about 5 percent per year (roughly 4.3 million barrels per day), and thus 
even sustaining current levels of consumption” would be enormously 
difficult. Moreover, “the depletion of conventional sources, especially 
those close to the major markets in the United States, Western Europe, 
and Asia, means that the production and transport of oil will become 
even more dependent on an infrastructure that is already vulnerable.” 
Major energy suppliers like Russia, Iran, and Venezuela were using oil to 
pursue domestic and geopolitical goals, rather than reinvesting the oil 
proceeds. Saudi Arabia, Iraq, Iran, and West Africa were all centers of 
instability. China was trying to “lock up” oil supplies in Africa, the 
Caspian Sea, and elsewhere. 

Although the Deutch and Schlesinger report discussed some demand- 
side measures to reduce U.S. consumption and oil dependency, it 
stressed expanding the role of the U.S. military in securing oi] supplies. 
Thus the report declared that “the United States should expect and 
support a strong military posture [in the Persian Gulf in particular] that 
permits suitably rapid deployment to the region, if required....Any nation 
(or subnational group) that contemplates violence on any scale must take 
into account the possibility of U.S. preemption, intervention, or 
retaliation.”* 

No less significant was an April 2007 “policy report” issued by the 
James A. Baker III Institute for Public Policy on “The Changing Role of 
National Oil Companies in International Energy Markets.” Emphasizing 
that national oil companies now controlled 77 percent of the world’s 
total reserves, whereas Western multinational oil companies controlled a 
mere 10 percent, it contended that this was the’ key issue in managing 
the current world oil supply problem. “If the United States were able to 
wish into existence a world that would favor its terms of trade and 
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superpower status,” the Baker Institute went so far as to declare, 


all NOCs [national oil corporations] would be privatized, foreign 
investors would be treated the same as local companies and OPEC 
would be disbanded, allowing free trade and competitive markets 
to deliver energy that is needed worldwide at prices determined 
solely by the market. But it is hard to imagine why major oil 
producing countries would agree to that....In light of this reality, 
the United States will have to accept the existence of NOCs as a 
fact of life but should encourage. steps to make their activities 
more businesslike, transparent and—to the extent posSible—free of 
onerous government interference. 


Above all the U.S. imperial objective should be to “break up” wherever 
possible “the monopoly power of oil producers” and their use of their oil 
resources to pursue national] goals other than purely commercial ones. 
The chief example of such state interference in oil production, the Baker 
Institute report stated, was Venezuela under the leadership of Hugo 
Chavez. Not only had the Bolivarian Revolution prioritized “the 
government’s national development policy” and “social and cultural 
investment” over “commercial development strategy,” it had also used 
- oil as an instrument of “foreign policy activism.” This could be seen in 
its geopolitically motivated agreements with Bolivia, Ecuador, Nicaragua, 
and the Caribbean nations. Another case of the geostrategic wielding of 
oil power was Iran, which had threatened that it “could block the vital 
-oil transitway, the Strait of Hormuz,” if faced with a U.S. milirary 
attack. One critical danger that the United States needed to guard 
against was a “hostile” alliance between major oil producing/consuming 
states, such as Russia, China, Iran, and the Central Asian states. Another 
key consideration in the geopolitics of tough oil, the Baker Institute 
underscored, was the continuing political instability in Iraq. Despite 
Washington’s attempts to stabilize that country, political unrest and war 
continued, preventing the oil exploration of Iraq’s Western desert.” 

The tightening oil situation has prompted the rapid on the ground 
growth of U.S.. energy imperialism, beyond the continuing Iraq and 
Afghan wars. The security of Saudi Arabia remains an overriding focus. 
Washington’s plans for a massive expansion of investment and 
production in Saudi Arabia, which according to the U.S. Department of 
Energy needs to double its oil output by 2030, depends on the feudal 
kingdom remaining in place. Meanwhile, there is rising social tension, 
emanating from the vastly unequal distribution of the country’s oil 
revenues. Ninety percent of private sector jobs go to foreigners. The 
sexes are entirely segregated. The repressive structure of the society 
conceals massive popular resentment. Any destabilization of the society 
would likely prompt U.S. military intervention. As James Howard 
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Kunstler has written in The Long Emergency, “a desperate superpower 
might feël it has no choice except to attempt to control] the largest 
remaining oil fields on the planet at any cost”—particularly if faced by 
growing rivalry from other states.’ 

The United States has sought to counter the possibility of an energy 
alliance between Russia, China, Iran, and Central Asian oil states by 
expanding its military bases in Afghanistan and Central] Asia, notably its 
Manas air base in Kyrgyzstan on the border of oil-rich Kazakhstan. 

Threats of U.S. “preemptive” military intervention directed at Iran 
meanwhile have been continuous, based on its alleged- attempts to 
acquire riuclear weapons through the aggressive pursuit of nuclear energy, 
and its “interference” in Iraq. Iran’s pursuit of nuclear power, as a 2007 
study published in the Proceedings of the National Academy of Sciences 
has confirmed, is due to an oil export decline rate of 10-12 percent, 
arising. from the growth of domestic energy demand plus a high rate of 
oil field depletion and a lack of investment growth in expanded capacity. 
This led to Iran’s recent inability to meet its OPEC oil export quota. The 
current trend. points to the likelihood of Iranian petroleum exports falling 
to zero by 2014-15. From the standpoint of Western energy and national 
security analysts, Iran’s government and its national oil corporation have 
adopted the monopolistic policy of underinvesting in oil, deliberating 
slowing its production in expectation of continually rising prices, thereby 
holding back on the lifeblood of the world economy.” 

During the last few years the U.S. military has dramatically increased 
its bases and operations in Africa, particularly in the Gulf of Guinea. The 
United States expects to get 20 percent of its oil imports from Africa by 
2010, and 25 percent by 2015. The U.S. military set up a separate Africa 
Command in 2007 to govern all U.S. military operations in Africa 

(outside Egypt). Washington sees itself as in direct competition with 
‘Beijing over African oil—a competition that it perceives not simply in 
economic but also military-strategic terms.” 

U.S. ruling interests also have increased their threats directed at 
Venezuela, Ecuador, Bolivia, and other Latin American states, accusing 
them of “resource nationalism” and presenting them as dangers to U.S. 
national security. Washington has made one attempt after another to 
unseat Venezuela’s democratically elected president Hugo Chavez and to 
overthrow Venezuela’s Bolivarian Revolution, with the clear object of 
regime change. This has included stepping up its massive military 
intervention in Colombia and backing the Colombian military and its 
intrusions into neighboring countries. In 2006 the U.S. Southern 
Command conducted an internal study, declaring that Venezuela, Bolivia, 
Ecuador, and conceivably even Mexico (which was then facing elections 
with a possible populist outcome) offered serious dangers to U.S. energy 
security. “Pending any favorable changes to the investment climate,” it 
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declared, “the prospects for long-term energy production in Venezuela; 
Ecuador and Mexico are currently at risk.” The military threat was 
obvious. | 

All of this is in accord with the history of capitalism, and the 
response of declining hegemons to global forces largely outside their 
control. The new energy imperialism of the United States is already 
leading to expanding wars, which could become truly global, as 
Washington attempts to safeguard the existing capitalist economy and to - 
stave off its own hegemonic decline. As Simmons has warned, “If we 
don’t create a solution to the enormous potential gap between our 
inherent demand for energy and the availability of energy we will have 
the nastiest and last war we’ll ever fight. I mean a literal war.”*° 

In January 2008 Carlos Pascual, vice president of the Brookings 
Institution and former director of the Bush administration’s Office of 
Reconstruction and Stabilization, released an analysis of “The Geopolitics 
of Energy” that highlighted U.S. capitalism’s de facto dependence on oil 
production in “Saudi Arabia, Russia, Iran, Iraq, Venezuela, Nigeria, and 
Kazakhstan”—all posing major security threats. “Due to commercial 
disputes, local instability, or ideology, Russia, Venezuela, Iran, Nigeria 
and Iraq are not investing in new long-term production capacity.” This 
then was both an economic and a military problem for Washington.*° 

Especially disturbing in this new phase of energy imperialism is the 
lack of resistance from populations within central capitalist countries 
themselves. Thus left-liberal publications in the- wealthy nations often 
play on the prejudices of their readers (who are buffeted by rising 
gasoline prices), encouraging them to support oil imperialism designed 
to safeguard Western capitalism. David Litvin, writing on “Oil, Gas and 
Imperialism” in 2006 for the Guardian in London, claimed that “the 
inevitability of modern energy imperialism needs to be recognized.” 
Threats from Russia, OPEC, Venezuela, and Bolivia were highlighted. The 
United States invaded Iraq, we were told, partly for “oil security.” Clearly 
sympathizing with that form of energy imperialism that “involves 
consumer states launching political or military” interventions “to secure 
supplies,” Litvin concluded: “Energy imperialism is here to stay, and 
efforts should [therefore] focus on making it a more benign force.”*! 

Likewise Joshua Kurlantzick, a contributing writer for Mother Jones, 
wrote a piece entitled “Put a Tyrant in Your Tank” for the May-June 2008 
issue of that magazine which attributed oi] supply problems to national 
oil companies, and argued—referring to the Baker Institute report on 
“The Changing Role of National Oil Companies”—that oil would be 
better safeguarded if placed in the hands of multinational oil companies 
as of old. The latter, readers were told, “may cozy up to nasty 
regimes.:.but they are at least obligated to respond to public criticism.” 
Kurlantzick presented repeated criticisms of Hugo Chavez in Venezuela 
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for his “resource nationalism,” going so far as to compare Venezuela to 
Burma and Russia, as “authoritarian and corrupt,” citing a study from 
the neoconservative, largely U.S. government-funded, Freedom House. 
The Mother Jones article also gave credence to the 2006 internal study 
conducted by the Pentagon’s Southern Command, pinpointing the 
national security dangers to the United States of resource nationalism in 
Venezuela, Bolivia, and Ecuador. Other petrostates that were subjected to 
sharp criticism were Iran, Russia, Kazakhstan, Nigeria, and Libya. 
Chinese state oil corporations were targeted for their aggressiveness in 
pursuing oil around the world and for their lack of environmental 
concerns. U.S. energy imperialism was thus seen as justified even by the 
putatively progressive Mother Jones—with hope and confidence being 
placed mainly in big oil and the Pentagon.” 


Planetary Conflagration? 


The supreme irony of the peak oil crisis of course is that the world is 
rapidly proceeding down the path of climate change from the burning of 
fossil fuels, threatening within a matter of decades human civilization. 
and life on the planet. Unless carbon dioxide emissions from the 
consumption of such fuels are drastically reduced, a global catastrophe 
awaits. For environmentalists peak oil is therefore not a tragedy in itself 
since the crucial challenge facing humanity at present is weaning the 
world from excessive dependence on fossil fuels. The breaking of the 
solar energy budget that hydrocarbons allowed has generated | 2 
biospheric rift, which if not rapidly addressed will close off the future.” 

Yet, heavy levels of fossil fuel, and particularly petroleum, 
consumption are built into the structure of the present world capitalist 
economy. The immediate response of the system to the end of easy oil 
has been therefore to turn to a new energy imperialism—a strategy of 
maximum extraction by any means possible: with the object of placatin ng 
what Rachel Carson once called “the gods of profit and production. a 
This, however, presents the threat of ‘multiple global conflagrations: 
global warming, peak oil, rapidly rising world hunger (resulting in part 
from growing biofuel production), and nuclear war—all: in -ordér to 
secure a system geared to growing inequality. 

In the face of the immense perils now facing life on the planet, the 
world desperately needs to take a new direction; toward communal well- 
being and global justice: a socialism for the planet. The immense danger 
now facing the human species, it should be understood, is not due 
principally to the constraints of the natural environment, whether 
geological or climatic, but arises from a deranged social system wheeling 
out of control, and more specifically, U.S. imperialism. This is the 
challenge of our time. 


May 25, 2005 
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“ 


Background 


The huge increase in oil and other fuel prices over the last few ycars 
and a concern that we have reached (or will soon reach) peak oil—after. 
which oil extraction begins to decrease—have created renewed interest 
in alternative sources of energy. These include solar,.wind, ocean wave 
and tidal flow, geothermal, and biofuels. Sometimes lip service is given 
to the need for greater energy efficiency, changes in lifestyles’ (including 
the ecologically irrational over-reliance on automobiles and living far 
from one’s job), the need to redesign economic activity from:the factory 
floor to office buildings and homes, and the need for affluent societies 
ta move away from ever higher levels of consumption. However, a radical 
analysis of actually putting these into effect would Sri to, questioning 
the very basics of how capitalism works. 

Alternative fuel sources are attractive because hey can DE developed 
and used without questioning the very workings of the economic 
system—just substitute a more “sustainable,” “ecologically sound,” and 
“renewable” energy for the more polluting, expensive, and finite amounts 
of oil. People are hoping for magic bullets to “solve” the problem so that 
capitalist societies can continue along their wasteful growth and 
consumption patterns with the least disruption. Although prices of fuels 
may come down somewhat—with dips in the business cycle, higher rates 
of production, or a burst in the speculative bubble in the futures market 
for oil—they will most likely remain at historically high levels as the 
reserves of easily recovered fuel relative to annual usage continues to 
decline. 

The use of biological caterala=sonune from recently living plants 
as fuels has a long history. Many a night did early humans sit around a 
wood fire to cook food, keep warm, and protect themselves from 
predators. In the early years of settlement of the Great Plains of the 
United States by European immigrants during the nineteenth century, 
dried buffalo manure was gathered and used as fuel. Today wood is still 
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used as a fuel source in some countries, dried cow manure stil] collected 
in India for that purpose, and crop residues in many parts of the world 
are used for cooking and/or heating. In addition, the natural gas 
(methane) produced from small-scale liquid manure (animal and human) 
systems has been used for years in China and India for lighting, heating, 
and cooking. Additionally, for decades sewage treatment plants in 
northern climates have used natural gas produced during the treatment 
process to heat the vat during the cold seasons to increase efficiency of 
the microorganisms in the plant or to produce electricity. 

The production of drinks with high alcohol content from grains, 
grapes, sugarcane, potatoes, etc., also has a long history, providing 
various fermented beverages such as beers and wines and then later the 
distilled alcoho] products such as whisky, vodka, and rum. And for 
decades Brazil has produced ethanol (a type of alcohol) through distilling 
the results of sugarcane juice fermentation. 


Biofuel Basics 


The idea behind biofuels is that plants capture the energy of the sun 
and produce substances—sugars, starch, oils, cellulose—that can be 
harvested and then converted into sources of energy for us to use. 
Growing plants to produce fuel is supposed to be more ecologically 
sound because—in contrast to oil and gasoline that pump new carbon 
dioxide into the atmosphere when burned—when biofuel energy is used 
the carbon dioxide that returns to the atmosphere is simply that which 
had recently been removed by plants. 

The United States is currently facing a liquid fuel crisis more than a 
generalized energy crisis. Thus, the greatest current interest is in the 
production of the liquid fuels ethanol and biodiesel that can be used to 
power automobiles and trucks. There are three aspects to biofuels: the 
biological material used (the feedstock), the process for conversion of 
the feedstock to fuel, and the actual type of fuel produced. 

The four main types of biofuels are: (a) direct combustion (of wood 
products, crop residues); (b) ethanol (produced from sugars, starches, or 
cellulose); (c) biodiesel (produced from oil crops or waste cooking oil); 
and (d) methane (natural gas, produced from digestion of animal manures 
or human sewage). Direct combustion is the simplest way to derive 
energy from biological materials. It requires the least amount of 
processing—only chipping or shredding to create smaller particles that 
burn more easily. The residues may be dried or burned at their natural 
water content. This type of fuel can be used to heat water or buildings 
or to produce electricity through steam generation. The feedstocks for 
direct combustion are mainly crop residues and wood chips. 

Ethanol is a liquid that can be used to fuel automobiles and, thus, 
has received a lot of attention. In the United States it is usually mixed 
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with gasoline at 10 percent ethanol, but there are engines capable of 
operating with 100 percent ethanol. Ethanol is produced commercially by 
fermenting the sugar from high-sugar crops (especially sugarcane) or by 
converting the starch in crops such as corn and cassava into sugars and 
then fermenting the sugars. The conversion of starch to sugar is fairly 
simple, but it is still much more costly to produce ethanol from high- 
starch plants than from high-sugar plants. Once the fermentation is 
completed, the ethanol, at only 10 percent of the mix, must be distilled 
four times to enrich it to 99.5 percent for use as an additive to gasoline, 
requiring a very high quantity of energy. 

Almost all the ethanol in the United eee is produced using corn 
grain as the feedstock. At the end of 2007 there were 134 facilities 
producing approximately seven billion gallons of ethanol. An additional 
66 plants were being built while 10 existing plants were being expanded. 
An estimated 20 percent of the 2007 corn crop was used to produce 
-ethanol and it is expected that this will reach 30 percent within’ a few 
years, although it might be significantly higher (see below). Ethanol 
produced using corn grain as the feedstock is the overwhelming 
percentage of biofuel currently used in the United States. 

The “holy grail” of ethanol production is to find an economically 
feasible process for the conversion of cellulose into ethanol. Cellulose is 
a structural material of plants and most plant parts contain plentiful 
amounts of this substance. It has been suggested that crop residue left 
over after harvest or grasses such as switchgrass—grown for the purpose 
of harvesting for its cellulose content—would be good stocks for the 
purpose of production of ethanol (once the price of the conversion 
process is cheap enough). At some point it may be economically feasible 
to use wood or grasses as a feedstock for ethanol production. How 
much energy will be actually gained in the process is still up in the air. 
Regardless of whether energy is gained in the process or not, the 
conversion of cellulose to ethanol will take about eighty pounds of plant 
material to make one gallon of ethanol—more than 3.5 times the weight 
of corn grain needed to make an equivalent amount of this agrofuel. 

Biodiesel fuel can be produced from vegetable oils from such plants 
as soybeans, oil palm, and rape (canola). Biodiesel is a more common 
biofuel in Europe, but is also produced in small quantities in the United _ 
States. 

Methane (natural gas) is usually produced by digesting liquid animal 
manures or sewage sludge in the absence of oxygen and capturing the 
gas produced. For a number of years dairy farms using lagoons for 
collection of manure have produced electricity by capturing and burning 
the methane produced during the digestion process. 

There aré other processes and end products for biofuels. For example, 
One important process is pyrolysis—the high temperature decomposition 
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. Of a feedstock like switchgrass in the absence of oxygen. The end product 
of this process can be synthetic diesel or syngas (synthesis gas)—a 
mixture that contains hydrogen and carbon monoxide and can be burned 
to produce energy or be converted to methanol (another liquid alcohol). 
The left over char can then be applied to land or burned for the energy 
that it still contains. 

As described above, the term-biofuel is applied to fuels derived from 
“many different materials from wood products to manure. The term 
agrofuels as used in this article will refer only to the fuels produced by 
using crops grown in agricultural systems—whether or not the crop can 
be used for human food. Because of its importance in the United States 
and the various negative effects it is having, the remainder of the article 
will focus primarily on ethanol production from corn grain. However, 
‘reference will also be made to other agrofuels. 


The Energetics and Economics of Agrofuels 


Ethanol is a liquid fuel that contains about two-thirds of the energy 


value of a comparable amount of gasoline. It is commonly blended in the 
United States as E-10 (10 percent ethanol, 90 percent gasoline) because 
no modification of the-engines of most cars is needed. However, the 
ethanol industry is pushing to have more automobile engines capable of 
‘using E-85 (85 percent ethanol, 15 percent gasoline), and some states are 
mandating a mixture greater than 10 percent. Ethanol can’t be shipped 
together with gasoline in pipelines because it separates from the mixture 
when moisture is present, so it must be trucked to where it will be 
mixed with gasoline. 

There is considerable controversy about the amount of energy gained 
when producing agrofuels in general and especially for ethanol made 
using corn grain as the feedstock. Almost all ethanol produced in the 
United States uses corn as the feedstock. A huge amount of energy is 
used to produce ethanol—from the energy that goes in to the production 
of-the corn, its transportation to the ethanol plant, the fermentation, and 
the distillation. Energy used in corn production includes labor, 
machinery, diesel fuel, fertilizers (about one-third of the total used in 
production is just for nitrogen fertilizer), seeds, irrigation, pesticides, 
and transport. As the U.S. Environmental Protection Agency points out, 
“Ethanol production is a relatively resource-intensive process that 
requires the use of water, electricity, and steam. Steam needed to heat 
the process is generally produced onsite or by other dedicated boilers. 
Of today’s [2006] 110 ethanol production facilities, 101 burn natural gas, 
7 burn coal, 1 burns coal and biomass, and 1 burns syrup from the 
process to produce steam.”! 

When all the energy requirements of production through processing 
to ethanol are considered most estimates indicate a relatively small 
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energy gain—anywhere from zero (or negative) to perhaps 20 percent. 
David Pimentel of Cornell University and coworkers have found that 
there. is actually a net loss of energy.” In other words, they estimate that 
more energy goes into making ethanol than is actually available in the 
ethanol produced. A large energy loss commonly happens when 
converting one fuel source into another type of energy—for example, only 
about one-third of the energy in coal is recovered as usable electricity in 
coal-burning electric generating plants. But one of the main interests in 
agrofuels is that they are supposed to free or lessen the dependence on 
other sources of energy! It appears that the whole’ process is primarily 
one of converting natural gas, coal, plus other fuels (for example, diesel 
to power tractors, natural gas to make nitrogen fertilizer, coal to power 
ethanol production plants) into ethanol by growing, harvesting, and 
processing crops. 

But let’s assume one of the optimistic estimates that there is actually 
a 20 percent net gain in energy when producing and converting corn 
grain to ethanol. This means that 6 gallons of ethanol must be produced 
to have a net energy gain of 1 gallon of ethanol. Since it takes about a 
bushel of corn to produce. 2.5 gallons of ethanol, a 150 bushel per acre 
corn yield translates into 375 gallons of total ethanol produced, but 
about 63 gallons of net new ethanol energy (with the same energy content 
as about 43 gallons of gasoline)! Just the cost of the feedstock corn, at 
the current price of over five dollars a bushel, means that one of the 
major input costs comes out to about twelve dollars per gallon [(150 bu 
x $5 per bu)/63 gallons net new ethanol energy] of new energy as ethanol. 
And that’s assuming an actual net energy gain! (There were 87 million 
acres of corn harvested in the United States in 2007, with a total yield of 
13 billion bushels and a per acre yield of 151 bushels per acre. 
Approximately 2.8 billion bushels were used to produce approximately 7 
billion gallons of ethanol.) 

Although a large percentage of the U.S. corn crop is still used for 
animal feed (close to half in 2007), let’s put the numbers in the 
perspective of human food. Approximately 500 pounds of grain can supply 
a person with sufficient calories for a year. (People should, of course, eat 
a varied diet and not just grain, but this provides a way. of understanding 
the implication of using so much grain to produce fuel.) One hundred 
and fifty bushels from one acre, at 56 pounds per bushel, is a yield of 
approximately 4.2 tons of corn, enough to satisfy much of the nutrition 
of sixteen people. So, even given the optimistic energy conversion used 
above, the 63 gallons of net new ethanol produced (the equivalent of 
about 42 gallons of gasoline)—enough for about two full tanks of fuel for 
an SUV—will use the grain that could supply the calories needed by 
sixteen people for a year if used directly as food. And, of course, under 
the more realistic estimate of net energy, there is a loss of energy and all 
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the grain is wasted. , 

Even using one of the optimistic estimates of a net gain in energy 
when producing ethanol from corn grain and biodiesel from soybeans, 
the maximum possible contribution of biofuels can be only a small 
percentage of fuel used for transportation. If the entire U.S. corn and 
soybean crops in 2005 had been used to produce agrofuels, the 
optimistically estimated net energy gain would have been equivalent to 
only about 2 percent of U.S. gasoline usage and 3 percent of diesel 
consumption. 7 

In: addition to the relative price of.corn grain to oil, the economics of 
agrofuel production is strongly influenced by the system of incentives 
and subsidies that have been gradually put in place over the years since 
the 1970s. With a direct subsidy of 51 cents per gallon of ethanol blended 
with gasoline (because one bushel of corn can yield 2.5 gallons of ethanol 
this subsidy is equal to $1.43 per bushel of corn) plus other incentives 
(see below), most plants can economically produce ethanol with corn at 
$7 per bushel as long as oil prices are over $100 a barrel. Over the last 
few years corn prices went mainly up, but they frequently spiked and 
dipped (as did oil prices). Ethanol plants with relatively high production 
costs were idled when corn prices spiked until the corn/oil price ratio 
became more favorable. Most U.S. corn farmers also grow soybeans and 
the actual amount of corn versus soybeans planted depends not only on 
the expected prices for each crop but also on each crop’s production 
cost. With projected prices of the two crops and with the cost of 
nitrogen fertilizer close to tripling over the past year, this year many 
farmers decided to plant less corn and more soybeans, which can supply 
their own nitrogen. 

There are a number of ways that the agrofuel] industry is subsidized. 
A few key examples are: 

Federal legislation signed into law last year (in the so-called Energy 
Independence and Security Act of 2007) has ethanol production increasing 
to at least 9 billion gallons in 2008 and to 36 billion gallons of agrofuel 
a year by 2022. Although 21 billion gallons of this mandate will 
supposedly come from currently experimental (“advanced” or “second 
generation”) sources, the remaining amount would still result in a 
doubling of corn grain ethanol from its 2007 production level. The 
mandate for fuel producers to ‘use gradually increasing amounts of 
ethanol through 2022 creates an artificial demand for ethanol that helps 
maintain higher prices than otherwise would occur. (In Europe the 
current target is to use 10 percent agrofuels fuels by 2020.) 

#Import tariffs of 2.4 cents a gallon plus another 54 cents a gallon 
for certain countries of origin (mainly Brazil), serving to keep the ethanol — 
price higher than it would otherwise be, were estimated to be worth 
over $1 billion a year to the industry in 2006 and are projected to rise to 
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$3 billion. 

#There is a subsidy of 51 cents a gallon, as mentioned above, for 
ethanol blended with gasoline (the Volumetric Ethanol Excise Tax Credit, 
or VEETC). 

#Some states have their own subsidy on top of the federal subsidy. _ 

@There is a small producer tax credit for ethanol and biodiesel for 
producers with under 60 million gallons of annual production. 

And finally, there is the direct subsidy for corn producers. 


It is estimated that the total subsidy for U.S. ethanol production in 
2008 ' will cost $9-11 billion, or $1.10-1.30 per ‘gallon of ethanol 
produced!* This is about double the direct per gallon subsidy received 
by ethanol producers. 

As this article goes to press the new: five-year U.S. Farm Bill has 
become law. It includes the. following features regarding subsidies for 
agrofuels: (a) a decrease of 6 cents on direct subsidy to ethanol 
production (it will now be 45 cents a gallon); (b) maintenance of the 54 
cents a gallon tax on imported ethanol; (c) a $1.01 a gallon direct 
subsidy for ethanol derived from cellulose; (d) $320 million in loan 
guarantees for construction of “advanced” agrofuel production plants; 
and (e) funding to support farmers near ethanol plants using cellulose to 
experiment with crops to supply the feedstocks, Thus, while some 
changes have been made in the system of subsidies for agrofuels, the 
general thrust in the direction of using agricultural crops and land to 
produce feedstock for ethanol production has been increased. 

The biofuel industry is highly concentrated in the United States, with © 
Archer Daniels Midland (ADM) controlling 1 billion gallons of production 
per year out of a total current capacity of over 8 billion gallons per year. 
The top three producers (ADM, POET, and VeraSun) control close to 40 
percent of the U.S. ethanol market. And ADM has been buying up 
troubled farmer-owned ethanol biofuel cooperatives as well as investing 
in new capacity. | 

As of April 2008 the 147 ethanol facilities had a total capacity of 8.5 
billion gallons of ethanol. Capacity for another 5 billion. gallons was 
under construction—as new plants or expansions of existing plants—tor 
a total capacity by the end of the year of 13 billion gallons.” Assuming 
average corn yields, that capacity could consume 5.2 billion bushels, the 
amount of corn grown on approximately 35 million acres! The U.S. 
Department of Agriculture predicts that corn will be pianted on 86 
million acres this year, with a total production of 12.1 billion bushels, 1 
billion less than 2007. Thus ethanol production capacity could use 40 
percent of the 2008 U.S. corn crop! This will maintain an upward 
et on corn prices even if all of the added processing capacity isn’t 
utilized. 
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Politics of Agrofuels 


The development of the large ethanol production capacity in the 
United States is quite a sordid affair, with ADM playing the leading 
role. ADM, a $44 billion a year company, is one of the world’s largest 
buyers, sellers, and processors of grains and oil crops. It has based 
much of its profit making on federal government largess. In 1995 the 
conservative Cato Institute issued a policy analysis on ADM profiting 
from government programs. It was estimated that 43 percent of the 
company’s profits came from products heavily subsidized by the 
government and that every dollar of profit from the production of ethanol 
costs taxpayers $30.° 7 
` ADM?’s chairman, Dwayne Andreas (whose son had to serve time in 
prison, along with two other company executives, over a feed additive 
price-fixing scheme), gave vast sums of money to both Republicans and 
Democrats ftom the Nixon administration through the Clinton years. At 
the time of the sentencing of the corporation’s executives the New York 
Times (July 10, 1999} described Andreas’s influence as follows: “For 
decades, the grain giant was run as a virtual family fiefdom under the 
iron-fisted control of Dwayne Andreas, one of the nation’s most 
politically powerful executives, who is known to Presidents and prime 
ministers alike.” He bought access to presidents and to the leadership of 
both the House and Senate. The amount of money that Andreas spread 
around to politicians was substantial and the contributions continued for 
_many years. When OPEC restricted oil shipments in the late 1970s, a 
waiver was pushed through Congress by the Carter administration to 
exempt l0 percent or more ethanol (E-10) from the four cent per gallon 
federal tax. The story continues in like fashion up to the present with 
‘ massive and continuing lobbying campaigns to influence Congress as 
well as the various administrations. Some political figures, like former 
senator Robert Dole, became especially identified with ADM and with 
pushing government support for ethanol production. This led to infusions 
of government monies to build new ethanol plants (some of which went 
bankrupt), give ethanol producers free corn (in the mid 1980s), and 
create subsidies of various types (discussed above) that exist to this day. 


The Ecology of Agrofuels 


The rapid and large increase in the price of oil has made the use of 
alternative liquid fuels more attractive, especially with the substantial 
governmental subsidies they receive. However, the use of large quantities 
of potential food crops—especially corn (maize) and soybeans, but also 
including such crops as oil palm—to produce fuels is a major 
contributing factor to the current world food crisis.’ The rising prices 
for al] basic foods has, of course, hit the poorest countries the hardest— 
especially those that import significant quantities of their food—alrthough 
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the poor in every country in the world have been hurt. There have already 
been food riots in many regions and concern has been expressed for the 
future stability of some thirty-three countries. To a certain extent food 
prices must increase-as the oil price increases because large quantities of 
energy are used for so many agricultural inputs from fertilizers and 
pesticides to production and use of farm machinery. But as the price of 
oi] increases relative to feedstock prices it becomes increasingly profitable 
to convert food crops into fuel. As Lester Brown has put it, “The line 
between the food and energy economies is becoming blurred as the two 
begin to merge. As a result, the world price of grain is now moving up 
towards its oil price equivalent. If the food value of a commodity is less 
than its fuel value, the market will move it into the energy economy.”® 
And with oil prices around $125 a barrel at the time of writing (May 16, 
2008), ethanol produced from corn is cheap compared to gasoline refined 
from oil. 

In addition to the deleterious effects on the food supply of the poor, 
there are a number of ecological problems associated with the production 
of agrofuels. These will be discussed below with the example of corn 
grown to process into ethanol. 


Ecological Issues during Crop Production: Water Quality and Quantity 


A recent report from the National Academy of Sciences concludes: “If 
projected future increases in use of corn for ethanol production do occur, 
the increase in harm to water quality could be considerable.”? Much of 
the corn is grown with irrigation. However, water is becoming less’ 
available as the Oglalla Aquifer, underneath the high plains portion of 
the Great Plains from Texas to South Dakota, is being used up faster 
than it can possibly be replenished. Also the water in many of the rivers 
in dry areas has been depleted by a long-term dry period. Corn grown in 
this region uses 2,000-3,000 gallons of irrigation water to produce one 
bushel of corn. (When rainfall is included, the total amount of water 
used is over 5,000 gallons!) 

Growing corn leads almost inevitably to elevated levels of nitrate 
entering the ground and surface waters as fields drain into streams and 
rivers. The low-oxygen “dead zone” stretching westward from the mouth 
of the Mississippi is believed to be caused mainly by the excess of 
nitrates. This is expected to worsen if more corn is grown as a response 
to the agrofuel boom.’° Nitrates also are a problem in the drinking water 
of a number of communities—large and small—in the Midwest. In 
addition, large amounts of herbicides and insecticides are used in corn 
production and these chemicals or their decomposition products are 
commonly found in groundwater beneath cornfields. Greater emphasis on 
corn will only mean greater amounts of water pollution. 

In addition to nitrogen and pesticide pollution of water, intensive 
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corn production using conventional tillage systems encourages significant 
amounts of soil to be lost by erosion. While there is a definite trend 
toward systems requiring no or reduced tillage, there are still a lot of 


corn soils plowed annually that are very vulnerable to soil degradation by 
erosion. 


Ecological Issues during Ethanol Production from Corn Grain 


Air Pollution: ADM is one of the largest polluters of the environment, 
scoring third on the 2008 Political Economy Research Institute’s list of 
the hundred worst corporate polluters.” The company’s ethanol plants 
are not the only source of -ADM’s air pollution, however a final 
construction permit for modification of one of its ethanol plants gives 
some idea of the air pollution from production of this “clean” fyel. The 


plant is expected to have annual air emissions of 540 tons of volatile. 


organic compounds (VOCs), 1.5 billion tons of sulfur oxides, 1.2 billion 
tons of carbon monoxide, 840 tons of nitrogen oxides, and 150 tons of 
hazardous air pollutants.” 

While ethanol use in automobiles in place of gasoline decreases 
emissions of carbon monoxide and possibly other pollutants, it increases 
the emissions of volatile organic compounds. The increase in ozone and 
smog in California’s air following the switch from MTBE (a known 
carcinogen) to ethanol as a fuel additive is apparently one of the side- 
effects of ethanol use.” 

Water Consumption/Pollution: Assuming significant amounts of 
water recycling (which takes energy), it takes about five gallons of new 
water to produce the fermentation mix to make one gallon of ethanol. 
An ethanol plant that produces a hundred million gallons a year will use 
about the same amount of water needed by a town of five thousand 
people. The fear of excess water withdrawal from the aquifer has caused 
significant opposition to plants in some communities. In addition, there 
are approximately five to thirteen gallons of wastewater to dispose of for 
each gallon of ethanol produced. This wastewater can do substantial 
damage if discharged directly into waterways and it needs to be treated 
to reduce the pollutant content. 


Problems with other Agrofuels 


This article has concentrated on the situation in the United States 
where ethanol, produced from corn grain, is far and away the most 
important agrofuel. However, there are also social and ecological 
problems with the use of other agrofuels as well. An article in Science 
concludes that even though some agrofuels may produce less greenhouse 
gases than gasoline, they “have greater aggregate environmental costs 
than gasoline” when air and water pollution, soil degradation, and social 
effects are considered.” 


“me, 
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The Brazilian use of sugarcane as the feedstock for ethanol production 
makes a lot more sense than using corn grain as the feedstock—there is 
‘actually a net energy gain when starting with cane! However, the air 
pollution associated with ethanol production and from automobile 
exhaust fumes as well as water pollution from ethanol plants means that 
there are significant environmental drawbacks.” It, of course, also uses 
land that could be better used to supply food for a malnourished 
population. 

The conversion of tropical forests in Indonesia and Malaysia to grow 
oil palm, mainly to supply the European desire to have a “green”: 
biodiesel fuel source, has created substantial environmental damage. This 
has occurred mainly through the cutting down and burning of forests ` 
and then disturbing the forest floor as the oil palm is planted. This has 
caused massive amounts of the greenhouse gas carbon dioxide to be 
transferred into the atmosphere in addition to converting a biologically 
diverse forest ecosystem into a monoculture. It is estimated that over 
four hundred years of growing oil palm for biofuel-is required to “pay 
back” for the carbon dioxide transferred to the atmosphere by converting 
the forest for this production.’ Thus, producing the feedstock for 
supposedly “green” biofuel causes major ecological degradation. 

The growth of the agrofuel industry with the diversion of so much of 
the U.S. corn crop to ethanol production and the use of soybeans for 
biofuel production sets off a chain reaction abroad that creates forest 
destruction. According to a recent Time magazine story, 


In Brazil...only a tiny portion of the Amazon is being torn down to 
grow the sugarcane that fuels most. Brazilian cars. More 
deforestation results from a chain reaction so vast it’s subtle: U.S. 
farmers are selling one-fifth of their corn to ethanol production, so 
U.S. soybean farmers are switching to corn, so Brazilian soybean 
farmers are expanding into cattle pastures, so Brazilian cattlemen 
are displaced to the Amazon. It’s the remorseless economics of 
commodities markets. “The price of soybeans goes up,” laments 
Sandro Menezes, a biologist with Conservation International in — 
Brazil, “and the forest comes down.” (“The Clean Energy Scam,” 
March 28, 2008) 


There is a one dollar subsidy for each gallon of biodiesel blended 
into regular diesel for export from the United States. This has led to the 
following ridiculous “splash and dash” situation: “Splash and dash is 
where biodiesel is carried to the US by ship—sometimes from Europe— 
purely to add a drop of ordinary diesel and take advantage of public 
money being handed out on any refining done on America” (Guardian, 
April 9, 2008). 

Jatropha, a plant that grows on marginal lands in India and Africa, 
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has been touted as a feedstock for biodiesel that can be grown by small 
producers without harming their production of food. (Its seeds contain 
30 percent oil, about the same as rapeseed.) It is capable of producing a 
relatively large amount of oi] that can be converted to biodiesel. 
However, “marginal” lands frequently support livestock, even if it’s at a 
low level of production. In addition, substantial amounts of water are 
needed to establish the crop wherever it is grown and under arid 
conditions the yield of oil per acre is small. It has significantly higher 
yields and will be more economical to produce on better lands with use 
of irrigation—putting pressure on the use of land to grow food. Another 
problem is that the plant is poisonous and has been responsible for 
accidental poisoning of children and livestock in India. A British 
company, Dl, has planted jatropha on about 475,000 acres (192,000 
hectares) in India and Africa (Guardian, April 9, 2008). 

Tree plantations have been promoted for use with yet-to-be-proven 
economically viable cellulose conversion to ethanol. The proposal is to 


use quick growing species—some genetically engineered—that would then . 


be clear-cut and more trees planted. However, this converts a diverse 
ecosystem into a monoculture. Additionally, GMO trees that grow faster 
have been developed and there is always the threat that they will become 
invasive and take over other land in addition to where they are planted. 
The use of crop residue to produce ethanol from cellulose has been 
promoted as a possible major source of feedstock for agrofuels—with an 
estimated 500 million tons available annually in the United States. If all 
of the available crop residues in the United States were harvested and 
converted to ethanol, the production (assuming a conversion of 80 
pounds of biomass to 1 gallon of ethanol) would provide a total of 12.5 
billion gallons, although some 21 billion gallons out of the mandated 36 
billion of ethanol to be produced by 2022 is supposed to come from 
conversion of cellulose. (Of course, the amount of actual new energy 
added will probably be zero.) | 
Crop residues, it is important to recognize, serve an important role in 
maintaining the fertility and general health of soil. Nutrients in residues 
are recycled back to the soil for uptake by future crops. Residues also 
help to build up and maintain soil organic matter—one of the key aspects 
to healthy soils. In addition, residues on the surface of the soil in 
reduced tillage systems greatly lower the amount of soil erosion— 
decreasing water pollution while maintaining fertile soil in place. Some 
scientists believe that a portion of crop residues from some crops can be 
used without adversely affecting the health of the soil. However, given 
the importance of increasing organic matter in soils—to improve their 
quality and to store carbon for the purpose of keeping it out of the 
atmosphere—the use of substantial amounts of crop residues for 
agrofuels may have significant negative effects on agricultura] production 
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as well as the environment. 

Grasses such as switchgrass or reeds, for example the giant reed 
native to West Asia, have been proposed as a future feedstock for either 
direct combustion (as a pelletized product), or for cellulose conversion 
to syngas or ethanol. The attractiveness of using a grass or other 
perennials for feedstock is that the soil can be left unplowed for many 
years. Although they would need nitrogen and other fertilizers for 
maximum yield they may not need the intensive pesticides used on many 
agricultural crops. However, one issue recently raised in a UN conference 
report is that “Some of the most commonly recommended, species for 
biofuels production are also major invasive alien species” (International 
Herald Tribune, May 20, 2008). Great caution is therefore recommended 
before introducing species that may become major pests—crowding out 
native species or using huge amounts of water. 

Direct combustion of switchgrass would yield ten times or more of - 
the energy used in its production—a very good result! However, 
converting to ethanol probably results in a net loss of energy. Conversion 
to syngas may well provide net new energy. 

Mixed species of grasses and legumes have been proposed for use 
instead of a monoculture of switchgrass. This would have a lot of. 
ecological advantages, with the legumes providing some nitrogen to the 
grasses (so less nitrogen fertilizer would be needed) and maintaining a 
high degree of plant diversity. However, it should be kept in mind that a 
significant amount of grassland is currently being used to feed a huge 
number of cattle,. sheep, and horses—about 60 million acres used to 
grow hay and some 780 million acres for grazing livestock. With much 
of the land in forests or in difficult terrain, probably around 350 million 
acres of the grazing area could actually be harvested mechanically. If a 
significant amount of this land is diverted to grow grasses for energy 
purposes, how will the animals now raised on this land be fed? 

Although the agrofuel boom has produced employment in the 
processing of feedstocks to fuels, it has had decidedly negative overall 
social effects. As mentioned above, the diversion of such a large quantity 
of food crops to produce fuel feedstocks is one of the factors that led to 
the large increases in crop prices and has significantly contributed to the 
current food crisis. In addition, people using forests for gathering or 
small-scale slash and burn agriculture are pushed out as companies take 
over the land, destroy the forests, and plant monocultures of crops for 
agrofuel or new pastures to replace those converted to grow agrofuel 
crops. 

The rise in crop prices has also led to an increase in land prices that 
leads to poor people being pushed off land they may have occupied 
without clear legal title. In addition, it is hard for small- to medium- 
size farms to compete for the purchase of very high-priced land with 


ANALYTICAL MONTHLY REVIEW / JULY-AUGUST 2008 45 


FRED MAGDOFF 


private capital that is investing for speculation or large highly capitalized 
industrial-scale farmers. This also drives up the prices for land rental. 
Even in the heartland of the corn belt, Iowa, farmers rent more land than 
they own—in 2002 some 60 percent of their land was rented and close to 
25 percent of their net income went to pay rent. The increase in the value 
of land caused by the increase in crop prices (partially a result of 
diversion of so much of the corn crop to provide ethanol feedstock) has 
led to the doubling of rents over the last year. The increase in farmland 


values in other countries gives a decided advantage to wealthier farmers. 


and investors over small- and medium-scale farmers. 


Conclusions 


The desire to find a “magic bullet” to solve the expensive fuel 
problem, as well as the specter of a decline in availability, has led to a 
rush to embrace and promote agrofuels. The groundwork for this path 
was laid by influential commercial interests—most notably ADM—over a 
period of decades. It was an approach that has also had significant 
support from farming interests concerned about low crop prices and by 
environmentalists who saw agrofuels as a way to lower CO, emissions as 
well as lessen the use of MTBE as a fuel additive. Environmental groups 
jumped on the bandwagon as did corn and soybean growers. Even some 
oi] companies have jumped on the bandwagon, with BP creating its own 
biofuels division. And the Rockefeller family is currently trying to 
convince Exxon to develop a biofuels division. Local interests in corn 
and soybean growing states also saw. processing plants to produce 
ethanol and biodiesel as a way to bring jobs to rural communities. 

And the beauty of the agrofuel boom was it would have all these 
beneficial effects without causing any real changes in how people live or 
any questioning of an economic system that by its very nature must keep 
on growing. However, now that significant amounts of crops are being 
grown for feedstocks for this industry the negative social and 
environmental effects are becoming readily apparent. 

The use of agricultural land to grow crops for fuel should not occur 
until after a satisfactory diet is made available to every person in the 
world. With the world’s population projected to increase from the 
current 6.7 billion to over 9 billion people by mid-century, all farmland 
will be needed to provide food, even with projected increases in yield 
per acre. When all sources of energy are figured in to grow and process 
crops, most of the current generation of agrofuels break even or lose in 


energy terms. Thus, with small net gain or even a loss, the pollution | 


associated with growing and processing the crops, and the effects that 
the use of these crops have on the prices of food crops, many people— 
even in the environmental community—are starting to question the 
wisdom of the exuberant development of biofuel capacity. Even 
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Republicans in Congress are starting to have second thoughts about the 
very high mandates for ethanol production and have asked the EPA to 
ease the requirements in the law signed into effect only months ago 
(“Corn Ethanol Loses More Support,” Wall Street Journal, May 3, 2008). 

There are ecologically sound responses to high-energy costs and 
declining oil availability. Some require small modifications such as 
changing to more energy efficient light bulbs or driving a little slower on 
the highways. Use of wind, geothermal, solar, and wave generation of 
electricity—each not without its problems—offer much better alternative 
energy sources than the use of agrofuels. While practices and products 
that result in greater energy efficiency and the use of more benign energy 
sources are important, in the long run more profound changes are needed 
in all aspects of human life—from the type and arrangement of housing, 
to the development of better public transportation, to new production 
systems requiring less energy, to reduced purchases of nonessential . 
gadgets. Whatever changes are needed, it is clear that agrofuels should 
play at most a very minor role, if any, in dealing with decreasing 
availability of oil and its high price. 
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“Irs clear somebody has to win and somebody has to lose,” he said. 
“It’s not pretty at all because people say, ‘Oh my God. Look how. much 
money these guys are making while people are losing their homes and 
are complaining about the cost of eggs and sugar.’ But so what? We 
don’t live in a society that is preniy all the time. Thats why irs 
capitalism.” 


—Daniel Strachman, a former hedge fund consultant and author quoted 
in “1 Man, 1l Year: $3.7 Billion Payout,” Washington Post, April 17, 2008. 


aay 

Iraqi lawmakers say the United States is demanding 58 bases as part 
of a proposed “status of forces” agreement that will allow U.S. troops to 
remain in the country indefinitely....Leading members of the two ruling 
Shiite parties said in a series of interviews that the Iraqi government 
rejected this proposal along with another U.S. demand that would have 
effectively handed over to the United States the power to determine if a 
hostile act from another country is aggression against Iraq. The 58 bases 
would represent an expansion of the U.S. presence here. Currently, the 
United States [in Iraq] operates out of about 30 major bases, not 
including smaller facilities such as combat posts, according to a U.S. 

military map. 
—Leila Fadel, McClatchy Newspapers, June 9, 2008. 
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Climate Change, Limits to Growth, 


and the Imperative for Socialism 
MINQI LI 


The. 2007 assessment report by the United Nations Intergovernmental 
Panel on Climate ‘Change (IPCC) confirms that it is virtually certain that 
human activities. (mainly through the use of fossil fuels and land. 
development) have been responsible for the global warming that has 
taken place since the industrial revolution. Under current economic and 
social trends, the world is on a path to unprecedented ecological 
catastrophes.’ As the IPCC report was being released, new evidence 
emerged suggesting that climate change is taking place at a much faster 
pace and the potential consequences are likely to be far more dreadful 
than is suggested by the IPCC report. 

The current evidence suggests that the Arctic Ocean could become ice 
free in summertime possibly as soon as 2013, about one century ahead of 
what is predicted by the IPCC models. With the complete melting of the 
Arctic summer sea ice, the disintegration of the Greenland ice sheets 
may become unavoidable, threatening to raise the sea level by five meters 
or more within this century. About half of the world’s fifty largest cities 
are at risk and hundreds of millions of people will become enyromnenta) 
refugees.” 

The world is currently about 0.8°C’ warmer than in eee 
times and is within one degree of the highest average global temperature 
over the past one million years. The world is warming at a rate of 02°C 
per decade and given the greenhouse gases already in the atmosphere, 
there will be a further long-term warming of 0.6°C. Moreover, now with 
the likely loss of Arctic summer sea ice, the Arctic Ocean will absorb 
rather than reflect back solar radiation, which may lead to an additional 
warming of 0.3°C. Taking into account these developments, the world 
may be already almost committed to a 2°C warming relative to pre- 
industrial times, widely considered to be a critical threshold in climate 
change.’ 

A XC warming is likely to result in widespread drought and 
desertification in Africa, Australia, southern Europe, and the western 
United States; major glacial losses in Asia and South America; large- 
scale polar ice sheet disintegration; and the extinction of 15-40 percerit 
of plant and animal species. Worse, with 2°C warming, substantial 
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climate feedbacks, such as dangerous ocean acidification, significant 
tundra loss and methane release, and disruption of soil and ocean carbon 
cycles, will be initiated, taking the course of climate change beyond 
human control. 

According to James Lovelock, one of the world’s leading earth system 
scientists, if the global average temperature rise approaches 3°C (relative 
to pre-industrial times) and the atmospheric concentration of carbon 
dioxide (CO,) rises above 500 parts per million (ppm), both the world’s 
oceans and the rainforests will turn into net emitters of greenhouse 
_ gases. In that event, the global average temperature could rise further by 
up to 6°C, making the greater part of the earth uninhabitable for human 
beings, raising the ‘sea level by at least 25 meters, and causing the 
extinction of 90 percent of species and a possible reduction of the world 
population by 80 percent.* 

James Hansen, the director of NASA’s Goddard Institute for Space 
Studies and one of the world’s leading climate scientists, argued that to 
avoid a devastating rise in sea levels associated with the irreversible ice 
sheet loss in Greenland and Antarctica, as well as massive species 
extinction, the world should aim to limit further global warming to no 
more than 1°C (or 1.8°F) relative to 2000. According to the existing IPCC 
models, this implies an atmospheric concentration of CO, no more than 
450 ppm. However, in a recent study, Hansen argued that the’ IPCC 
models failed to take into account various potential climate feedbacks. 
Paleoclimate evidence suggests that “if humanity wishes to preserve a 
planet similar to that on which civilization has developed and to which 
life on earth is adapted,” atmospheric concentration of CO, must be 
reduced to about 350 ppm. The world’s current CO, concentration is 387 

ppm and growing at a rate of 2 ppm a year. 

It is quite obvious that the very survival of humanity and human 
civilization is at stake. Given the gravity of the situation, many people 
(including some who claim to have the socialist political perspective) put 
their hope on an ecological reform of the global capitalist system, 
insisting that such a reform is within the technological and institutional 
feasibilities of the existing social system. The urgent and unavoidable 
political questions are: is it at all possible for the existing social 
system—the system of global capitalism, in all of its conceivable forms— 
effectively to address the crisis of global climate change and avoid the 
most catastrophic consequences? If not, what would be the minimum 
requirements for an alternative social system that will have the 
institutional capacity to prevent the crisis or, if the crisis cannot be 
prevented, to help human civilization to survive the crisis? These are the 
questions that anyone who, is seriously concerned with the global 
ecological crisis will have to confront one way or the other. 
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Stabilizing the Climate: Technical Options 


To prevent or alleviate further global warming, greenhouse gas 
emissions from human activities (especially the CO, emissions resulting 
from the burning of fossil fuels) will have to be greatly reduced. The 
emissions of CO, in turn depend on the emissions intensity of energy 
consumption (“Emissions Per Unit of Energy Consumption”), the energy 
intensity of economic output (“energy consumption per unit of output”), 
and the level of economic output (typically measured as GDP.) Thus, CO, 
emissions = economic output x energy consumption per unit of output x 
“emissions per unit of energy consumption. 

Capitalism is an economic system based on, the pursuit of profit and 
capital accumulation. Individual capitalists, corporations, and nation- 
states engage in constant and intense competition against one another in 
the capitalist world market. To survive and prevail in the competition, 
and driven by the desire for greater profits (or more rapid economic 
growth), individual capitalists, corporations, and nation-states are all 
pressured and motivated to expand production and accumulate capital 
on increasingly larger scales. Thus, under capitalism, economic output 
normally tends to. grow, except in periods of economic crisis. 

On paper, if energy intensity falls rapidly to offset economic growth, 
then the level of energy consumption does not have to grow. However, 
all economic activities inevitably involve certain physical or chemical 
transformations and must consume some energy (this is true not only for 
the material production sectors but also for the so-called services 
sectors). There is a physical limit to how much energy intensity can fall 
given any economic activity. 

Given the way that capitalist markets operate, any decline of energy 
intensity tends to make energy oe cheaper, as short-term demand 
for energy falls relative to supply. Cheaper energy products, however, 
encourage people to consume more energy in the long run. Thus, falling 
energy intensity (i.e., rising energy efficiency) is simply translated into 
more rapid capital accumulation (economic growth) and rarely leads to 
absolute declines in energy consumption. 

In reality, capitalist economic growth is usually accompanied by rising 
energy consumption. Since 1973, despite relatively sluggish world 
economic growth, world energy consumption has been growing at 2 
percent a year. At this rate, world energy consumption will increase by 
130 percent between now and 2050. Given these trends, the emissions 
intensity of world energy consumption will have to be cut drastically or 
the scale af economic output will have to decline markedly if there is to 
be any hope of reducing CO, emissions to an appropriate level. 

Fossil fuels account for about three-quarters of the primary energy 
consumed in electricity generation. To reduce CO, emissions from 
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electricity generation, there are three technical possibilities: carbon 
capture and storage; nuclear electricity; and electricity generation from 
renewables (such as geothermal, wind, solar, tides, waves, and ocean 
currents). 

Emissions from power plants using fossil fuels can be reduced if the 
carbon emitted in the process of electricity generation can be captured 
and then stored underground without being released into the 
atmosphere. Carbon capture and storage is likely substantially to increase 
the capital cost of electricity generation and reduce energy efficiency (as 
the process of capturing and storing carbon requires energy). There may 
not be enough good, leak-proof sites to store very large amounts of 
carbon. The technology remains unproven, and’ cannot be applied to 
existing power stations. This means that, at best, it will take decades 
before carbon capture and storage is applied to a substantial portion of 
the world’s power plants.’ 

Nuclear electricity has. very serious environmental and safety problems. 
It produces massive amounts of radioactive wastes. It uses uranium, 
which isa nonrenewable mineral resource. The German Energy Watch 
Group points out that the world’s proven and possible reserves of 
uranium would be able to support the current level of demand for 
uranium for at most seventy’ years and the world could face uranium 
supply shortages after about 2020. Moreover, given the long lead time to 
plan and construct nuclear reactors, it will be difficult to replace the half 

of existing nuclear power. plants that will retire in the coming one to 
two decades.’ 

Electricity generation from renewables is not an environmental 
panacea. The equipment and buildings required for “renewable” electricity 
need to be built by the industrial sector using fossil fuels and 
nonrenewable mineral resources. Relative to conventional electricity, 
electricity generated from renewables remains expensive. Wind and 
solar—the two most important renewable energy sources—are variable 
-and intermittent, and, therefore, cannot serve as the “base-load” 
electricity, requiring substantial conventional electricity capacity as 
backup.” 

With the exception of biomass, renewables can only be used to 
generate electricity. ® Electricity generation accounts for less than 40 
percent of the world’s total primary energy supply and only 20 percent of 
the total final consumption. About one-third of the primary consumption 
of fossil fuels is used for electricity consumption, but two-thirds are 
used as liquid, gaseous, and solid fuels in transport, industrial, 
agricultural, services, and residential sectors. 

Out of the total final consumption of fossil fuels, about 40 percent is 
used in the transport sector, 24 percent in the industrial sector, 23 
percent in the agricultural, services, and residential sectors, and 13 
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percent is used as raw materials for chemical industries. Electricity 
obviously cannot replace fossil fuels as chemical industrial inputs. In 
addition, it would be very difficult or impossible for electricity to replace 
fossil fuels in their uses in sea and air transportation, freight 
transportation on roads, high-temperature industrial processes, and the 
powering of heavy equipment in industrial, construction, and agricultural 
sectors. While it might be technically feasible to replace the gasoline- 
fueled passenger cars with electric cars (and passenger cars might be the 
crux of modern capitalist consumer culture), the technology remains 
immature and it could take decades before the electric car dominates the 
market. 

Moreover, as currently about three-quarters of the primary energy 
used in electricity generation derives from fossil fuels and about three 
units of coal are required to generate one unit of electricity, an 
electrification of transport, industry, and other sectors would tend to 
increase rather than decrease CO, emissions. For the purpose of climate _ 
stabilization, electrification of these sectors would not maké much sense 
unless the bulk of the electricity generation has been “de-carbonized” 
(that is, the conventional fossil-fuels generated electricity replaced with 
carbon-captured, nuclear, and renewable electricity). 

Even if all of the economic and technical difficulties discussed above 
were to be overcome, it is likely to take decades before the world’s 
electricity generation is largely transformed, and it could take several 
more decades to electrify much of the world’s industrial and 
transportation infrastructure. By then global ecological catastrophes 
would be all but inevitable. 

Biomass is the only renewable energy source that can be used to make 
liquid and gaseous fuels.!! However, limited by the available productive 
land and fresh water, biomass cannot provide more than a small fraction 
of the world’s demand for liquid and gaseous fuels. Worse, recent 
studies reveal that taking into account emissions in land development 
and soil erosion, fuels made from biomass actually emit more greenhouse 
gases than conventional petroleum.” 


Climate Change and the Limits to Growth 


According to the IPCC report, to limit global warming to 2-2. aC 
(relative to the pre-industrial temperature), it is necessary to stabilize 
the carbon dioxide equivalent (CO )—taking into account the total 
effects of CO, and other greenhouse gases—in the atmosphere at 445- 
490 ppm. This would in turn require that global CO, emissions peak 
between 2000 and 2015, and fall by 50-85 percent from the 2000 levels by 
2050. 

Global CO, emissions have been growing at about 3 percent a year 
since 2000. If the current trend continues, by 2010 global emissions 
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would be 34 percent greater than the 2000 levels. It follows that to 
stabilize the CO,, at 445-490 ppm, global emissions need to fall by 63- 
89 percent from the 2010 levels. 

Can these emissions reduction targets be accomplished under the 
system of global capitalism, with its constant tendency towards 
accumulation of capital and economic growth? Table 1 presents several 
alternative scenarios of emissions reduction and economic growth that 
are consistent with a 63 percent reduction of emissions (which would 
allow for stabilizing CO., in the atmosphere at 490 ppm), assuming 
global emissions peak in 2010 and decline thereafter. In other words, the 
intent is to point to some possible combinations of changes in energy 
intensity, emissions intensity, and economic growth that would meet the 
target of stabilizing CO, levels at 490 ppm. These scenarios, while 
hypothetical and based on optimistic assumptions, highlight the dramatic 
changes necessary to stabilize CO, levels. They help to illustrate that no 
sensible goals of climate stabilization can be accomplished under 
conditions of endless economic growth and capital accumulation. 

As is discussed above, in many areas it is technically very difficult or 
impossible to replace direct consumption of fossil fuels with electricity. 
Nevertheless, in all scenarios, it is assumed that 50 percent of the fossil 
fuels final consumption will be electrified by 2050. Moreover, despite 
various limitations to carbon-captured, nuclear, and renewable electricity, 
in different scenarios, it is optimistically assumed that 50, 75, or 100 
percent of the electricity generation currently using fossil fuels will be 
de-carbonized by 2050 (corresponding to average declines in emissions 
intensity of 1, 1.7, or 2.7 percent a year respectively). Energy intensity is 
assumed to fall by 33, 45, or 55 percent by 2050 (corresponding to 
average decline of 1, 1.5, and 2 percent a year respectively). With a 33 
percent reduction of energy intensity, the world average would approach 
the average level of “energy efficiency” seen in “advanced” capitalist , 
countries today. With a 45 or 55 percent reduction, the world average 
would be comparable to the “energy efficiency” levels of Western 
European countries today. j 

The observed levels of “energy efficiency” in the advanced capitalist 
countries result not only from some advanced technologies, but also 
from the massive relocation of energy-intensive industries to the global 
periphery. This raises the question whether these “efficiency” levels can 
ever be accomplished by peripheral countries, making the assumptions of 
global improvements in efficiency of this magnitude highly optimistic. It 
_is also important to recognize that the three factors assessed in these 
scenarios—emissions intensity, energy intensity, and economic growth— 4 
are not necessarily independent of one another. Certain changes in the 
types of fuel used to alter emissions intensity, for example, may adversely 
affect the potential to improve energy intensity or economic growth, and 
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vice versa. However, in the presented scenarios, these problems are 
optimistically ignored. 

Given the assumed declines in emissions intensity and energy 
intensity, one can then calculate the maximum economic growth rate that 
is consistent with the emissions reduction objective. For example, in 
scenario l, assume that 50 percent of electricity generation currently 
using fossil fuels will be de-carbonized by 2050 (implying that emissions 
intensity declines at an average annual rate of | percent) and that energy 
intensity falls at an average annual rate of 1 percent. Then to reduce 
emissions.by 63 percent from 2010;,to 2050, the average annual economic 
growth rate from 2010 to 2050 must not exceed -0.4 percent, that is, the 
economy must contract. Similarly, in scenario 9, assume that 100 percent 
of electricity generation currently using fossil fuels will be de-carbonized 
by 2050 (implying that emissions intensity declines at an average annual 
rate of 2.7 percent) and energy intensity falls at an average annual rate of 
2 percent, then the average annual economic growth rate from 2010 to 
2050 must not exceed 2.3 percent. 

It is clear from table 1 that the assumed declines in emissions 
intensity and energy intensity are much more dramatic than the historical 
performance of the global capitalist economy (what the IPCC refers to as 
“business as usual”) and the assumptions for all scenarios are, therefore, 
very optimistic. Nevertheless, in most of the scenarios, the world 
economy would have virtually to stagnate and in one scenario, the world 
economy actually needs to contract absolutely. And this is even assuming 


Table 1. Stabilizing CO,, in atmosphere at 490 ppm, 2010-50: scenarios 
relying on various declines i in emissions intensity of energy and energy 
intensity of the economy and the rates of economic growth they allow 
(annual rates of change). 





Decline in Decline in Maximum economic 

emissions intensity energy intensity growth rate allowed 
Historical: 1973-2005 0.3% 0.9% 3.0% 
Scenario 1 ` 1.0% ` 1.0% -0.4% 
Scenario 2 1.0% 1.5% 0.1% 

‘ Scenario 3 1.0% 2.0% 0.6% 
Scenario 4 1.7% 1.0% 0.3% 
Scenario 5 1.7% 1.5% 0.8% 
Scenario 6 1.7% - 2.0% 1.3% 
Scenario 7 2.7% 1.0% 1.3% 
Scenario 8 2.7% 1.5% 1.8% 
Scenario 9 2.7% 2.0% 2.3% 





Source: Historical data for world economic growth, energy consumption, and 
emissions are from World Bank, World Development Indicators Online, 2008. 
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declines in emissions and energy intensity that exceed historical 
averages, and dramatically so in the case of emissions intensity, where 
the scenarios are based on a rate of improvement of at least more than 
three-fold and up to nine-fold. the historical rates. Considering that the 
world population growth rate is about l percent a year, only the most 
optimistic scenarios: would result in positive growth of per capita GDP. 

And even with these highly optimistic scenarios on atmospheric 
carbon stabilization, according to the IPCC estimate, the world would 
still warm by 2.4°C (relative to pre-industrial times). Indeed, the IPCC 
projections fail to take into account, many of the latest developments. 
The Arctic summer sea ice is now likely to disappear and the Arctic 
Ocean will, therefore, absorb more heat. An atmospheric concentration of 
CO,, of 490 ppm will probably lead to a global warming of 2.7°C (rather 
than the 2.4°C suggested by the IPCC report), taking the world 
dangerously close to the 3°C threshold, which according to James 
Lovelock would amount to a global collective suicide by humanity. 

if the goal is to stabilize atmospheric concentration of CO, at 445 
ppm, instead of 490 ppm, then the global emissions need to fall by 89 
percent, not just 63 percent. At 445 ppm, global temperature would still 
rise by 2°C (relative to pre-industrial times). Some major ecological 
catastrophes would be unavoidable and dangerous climate feedback 
cycles could be initiated. Far more drastic cuts in global emissions 
would be required if the goal is truly to stabilize the climate and create 
a sufficiently large safety margin. 


Table 2. Scenarios of emissions reduction and world economic growth 
(stabilizing CO,, in atmosphere at 445 ppm, 2010-50, annual rate of 
change). 





Decline in Decline in Maximum economic 

emissions intensity energy intensity growth rate allowed 
Historical: 1973-2005 0.3% 0.9% 3.0% 
Scenario 1 1.0% 1.0% -3.4% 
Scenario 2 1.0% 1.5% -2.9% 
Scenario 3 1.0% 2.0% -2.4% 
Scenario 4 1.7% 1.0% -2.7% 
Scenario 5 1.7% 1.5% -2.2% 
Scenario 6 1.7% 2.0% -1.7% 
Scenario 7 2.7% 1.0% -1.7% 
Scenario 8 2.7% 1.5% ~1.2% 
Scenario 9 2.7% 2.0% -0.7% 





Source: Historical data for world economic growth, energy consumption, and 
emissions are from World Bank, World Development Indicators Online, 2008. 


Table 2 presents the alternative scenarios of emissions reduction and 
economic growth that are consistent with an 89 percent reduction of 
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emissions. The rest of the assumptions are the same as table 1. It turns 
out that the world economy would have to contract in all scenarios. For 
. scenarios 1 to 3 (where the assumed declines in emissions intensity and 
energy intensity are clearly optimistic in comparison with the historical 
performance of global capitalism), the world economy would have to fall 
by two-thirds to three-quarters after 2010 to accomplish the objective of 
emissions reduction. 

The results presented in tables 1 and 2 suggest that wader no 
plausible circumstances could the objective of climate stabilization be 
compatible with the endless expansion of the global-capitalist economy. 
However, the capitalist economic system is inherently incapable of 
operating with a non-growing (not to say contracting) economy. 


The Politics of Climate Change and the Imperative for Socialism 


Could this author be too pessimistic? Is the “ingenuity,” 
“innovativeness,” “adaptability,” and “resilience” of capitalism 
underestimated? The spokespersons of the mainstream environmental 
movement, such as Lester R. Brown (author of Plan B and director of 
Earth Policy Institute) and Amory Lovins (coauthor with Paul Hawken 
and L. Hunter Lovins of Natural Capitalism), try to convince us that 
magical technologies will come to the rescue. Solar panel costs will fall 
to the floor, as energy efficiency will surge ten-fold. Greenhouse gases 
emissions and other pollution can be reduced drastically, while gross 
domestic product will keep growing explosively. For them, there is no 
inherent conflict between production for profit and capital accumulation 
on the one hand and ecological sustainability on the other. 

Their typical line of argument is that “the technology is already 
available” and “all that is needed is political will.” By “political will,” 
they are of course not referring to anything like fundamental social 
transformation. Instead, they are talking about some legislative reforms 
and international agreements within the basic capitalist framework. At 
most, they would demand some limited changes in personal consumer 
behavior. 

The mainstream environmental movement, as far as its social 
composition is concerned, mainly consists of pepple who belong to the 
upper middle class in a capitalist society. They include the university 
professors, engineers, technicians, managers, financial analysts, and other 
professionals. Although they typically do not own significant amounts of 
the means of production, they play important managerial and technical 
functions for the capitalists and enjoy substantial material privileges 
relative to the working class. 

In periods of revolutionary upsurge, such as in the 1960s, some of 
them could be rapidly radicalized and become various “ultra-leftists.” In 
periods of counter revolution, they could become the most important ally 
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of the ruling class in the offensive against the working people. In the 
1980s and °90s, the upper middle class was an important social base for 
neoliberalism in many countries and they played a crucial role in the” 
restoration of capitalism in the former Soviet Union, Eastern Europe, and 
China. 

As the global ecological crisis deepens, some among the upper middle 
class. recognize or sense that the existing capitalist “life style” is in 
serious trouble and cannot be sustained indefinitely. Yet, they are unable 
or unwilling to imagine anything beyond the capitalist system, on which 
their relatively privileged material life depends. They are, not yet ready to 
give up their implicit political support for the capitalist class. Their 
living conditions and experiences are very much detached from those of 
the working class. It is therefore difficult for them to see that only with 
a massive mobilization and organization of the working class could there 
be any hope for the social transformation required for ecological 
sustainability to be accomplished. The  upper-middle-class į 
environmentalists, as a result, have to put their desperate hope (or faith) 
in technological miracles on the one hand and the power of moral 
persuasion on the other hand (which they hope would convince the 
capitalist class to behave morally and rationally). l 

However, the laws of motion of capitalism will keep operating so 
long as the capitalist system remains intact, independent of the 
individual wills and against the best wishes of the upper-middle-class 
environmentalists. Sooner or later, those truly conscientious 
environmentalists will have to choose between the commitment to 
ecological sustainability and the commitment to an exploitative and 
oppressive social system. Furthermore, with the deepening of the global 
ecological crisis and the crisis of global capitalism in general, it may 
soori become increasingly difficult for the capitalist system ‘to 
accommodate the material privileges of the upper middle class while | 
simultaneously meeting the requirements of production for profit and 4 
accumulation. 

As I discussed earlier, there are many technical obstacles to the de- 
carbonization of the world’s energy system. Brown and Lovins have 
greatly exaggerated the potentials of technical change. But even if many 
of the proposed highly efficient energy technologies using renewables 
become available right away, their application will be delayed by the 
inherent obstacles to technological diffusion in the capitalist system. In 
an economic system based on production for profit, a new technology is 
“intellectual property.” People or countries that cannot afford to pay are 
denied access. Even today hundreds of millions of people in the world 
have no access to electricity. How many decades would it take before 
they start to have access to solar-powered electric cars? 

Moreover, unlike consumer novelties such as cell phones or lap tops, 
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which can be readily manufactured by the existing industrial system, the 
de-carbonization of the world’s energy system requires fundamental 
transformation of the world’s economic infrastructure. This basically 
means that the pace of de-carbonization, even under the most ideal 
conditions, cannot really be faster than the rate of depreciation of long- 
lasting fixed assets. Considering that many buildings and other long- 
lasting structures will stand for half a century or even longer, the 
assumed rates of de-carbonization presented in tables 1 and 2 must be 
seen as extremely optimistic. 

From:,a purely technical point of view, the most simple and 
straightforward solution to the crisis. of climate change is immediately 
to stop all economic growth and start to downsize ‘world material 
consumption in an orderly manner until the greenhouse gases emissions 
fall to reasonable levels. This can obviously be accomplished with the 
existing technology. If all the current and potentially available de- 
carbonization technologies are introduced to all parts of the world as 
rapidly as possible, the world should still have the material production 
capacity to meet the basic needs of the entire world’s population even 
with a much smaller world economy (scenarios 1 to 3 in table 2 would 
roughly correspond to a return to the 1960s material living standards). 

However, under a capitalist system, so long as the means of 
production and surplus value are owned by the capitalists, there are both 
incentives and pressures for the capitalists to use a substantial portion 
of the surplus value for capital accumulation. Unless surplus value is 
placed under social control, there is no way for capital accumulation 
(and therefore economic growth) not to take place. Moreover, given the 
enormous inequality in income and wealth distribution under capitalism, 
how could a global capitalist economy manage an orderly downsizing 
while meeting the basic needs of billions of people? Economic growth is 
indispensable for capitalism to alleviate its inherent social contradictions. 

The Kyoto protocol] requires that the advanced capitalist countries 
reduce their CO, emissions by 5 percent from 1990 to 2012. Figure 1 
presents the CO, emissions of the world’s largest economies from 1990 
to 2005. The’ United States refused to sign the protocol and U.S. 
emissions grew by 22 percent from 1990 to 2005. Among the signatories 
of the Kyoto protocol, Japan’s emissions grew by 16 percent and the 
Euro-zone emissions tended to grow since the mid-1990s. UK emissions 
(due mainly to its massive shift from coal to North Sea gas) have been 
on a flat trend. 

Ironically, Russia is the’ only large economy that has reduced 
emissions substantially since 1990, during a period in which its economic 
output and population declined. Russia’s emissions fell by one-third 
from 1990 to 2005, with an annual rate of reduction of 2.7 percent. If the 
world economy were to repeat the Russian experience three times, that 
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is, to experience the kind of economic collapse that Russia experienced 
in the 1990s three times with a comparable reduction of emissions, then 
by 2050 the world emissions would fall by two-thirds. This would only 
allow the atmospheric concentration of CO, equivalent to stabilize at 


about 490 ppm. As is discussed above, this would er fall short of 
what is necessary. 


Chart 1. CO, emissions, selected countries (millions of tons) 
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Source: World Bank, World Development Indicators Online, _ http:// 
. devdata.worldbank.org/dataonline. l 


Since 1990, China’s emissions and India’s emissions have more than 
doubled, and China has now overtaken the United States to become the 
world’s largest emitter of greenhouse gases. At the current rate, China’s 
emissions wil] double in ten years and India’s will double in less than 
fifteen years. The European Union is currently committed to a reduction 
of emissions by 20 percent (from the 1990 levels) by 2020. All of this 
reduction would be offset by just one year of China’s economic growth. 
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With the great Chinese capitalist boom, China now builds two coal-fired 
power plants every week. This means that every four years China will 
build as many coal-fired power plants as currently exist in the United 
States. What hope is there for climate stabilization with this kind of 
fanatical drive for accumulation? What magical technology can make this 
kind of capitalism sustainable? 

It should be pointed out that the Chinese workers and peasants have 
not at all benefited from this relentless search for capitalist profit. It is 
the transnational corporations (who use China as the world’s 
“workshop”) and the Chinese capitalist elites that have reaped enormous 
profits from this. To a lesser extent, the upper middle classes in the 
advanced capitalist countries have also ‘benefited from the cheap 
consumer goods and “services” produced by the workers in China, India, 
‘and other parts of the periphery. 

On June 14, 2007, Financial Times published a quite bizarre article 
(“What is at risk is not the climate but freedom”) by Vaclav Klaus, the 
president of the Czech Republic and the former leader of the 
anticommunist “velvet revolution”: 


We are living in strange times. One exceptionally warm winter is 
_ enough...for enviranmentalists and their followers to suggest 
‘radical measures to do something about the weather....Rational 
and freedom-loving people have to respond. The dictates of 
political correctness are strict and only one permitted truth, not 
for the first time in human history, is imposed on us.... 


[Global] warming hysteria has become a prime example of the 
truth versus propaganda problem. It requires courage to oppose 
the “established truth”....As someone who lived under communism 
for most of his life, 1 feel obliged to say that I see the biggest 
threat to freedom, democracy, the market economy and prosperity 
now in ambitious environmentalism, not communism. This 
ideology wants to replace the free and spontaneous evolution of 
mankind by a sort of central (now global) planning. 


The freedom-loving President Klaus (who is apparently a good student 
of Friedrich Hayek) then demanded that scientists “have an obligation to 
declare their political and value assumptions and how much they have 
affected their selection and interpretation of scientific evidence.” Klaus 
then assured us that “advances in technology” and “increases in 
disposable wealth” will continue and “will solve any potential 
consequences of mild climate changes.” 

One has to admit that it does take some courage for Klaus to defend 
“freedom” at a time when an important political consensus is being 
formed among the international bourgeoisie that the issue of climate 
change cannot be ignored any more. Given my own political experience 
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and taona in China (a former socialist state like Czechoslovakia), I 
do feel some strange familiarity with Klaus’s position. 

Frankly, only an extremely reactionary politician who has deep-in-the- 
heart hatred of the working class and socialism could have made such 
outlandish comments. In one respect, however, Klaus is-closer to the 
truth than all the mainstream environmentalists. It does take global 
“central” planning for humanity to overcome the crisis of climate change, 
if by “central” one is talking about self-conscious, rational coordination 
by democratic institutions. 

The technical requirements for climate stabilization are clear. The 
global energy infrastructure needs to be fundamentally transformed to be 
' based on renewables. Much of the world’s economic infrastructure will 
have to be changed accordingly. Agriculture will need to be reorganized 
to follow sustainable principles and to be freed from dependence on 
fossil fuels for fertilizers and machineries. The entire transportation 
system will have to be re-built, with railways and public transportation 
operated by renewable electricity playing prominent roles. The scale of 
the world economy will need to be reduced in accordance with the 
emissions reduction objectives. All of these need to be accomplished 
without undermining the basic needs of the world’s population. 

It is clear that capitalism cannot accomplish these objectives. If we 
do not want to undermine the ecological conditions that support 
civilization, what else can accomplish these goals other than socialism 
with public ownership of the means of production and democratic 
planning? 

So-called “market socialism” is not an option. Both theory and 
historical experience have demonstrated that “market socialism” 
inevitably leads to capitalism. Those who object to socialist planning 
might argue that the experience of historical socialisms suggested that 
socialist planning would be “inefficient.” 

Leave aside the question that the future socialism would no doubt do 
better than the historical socialisms: in democracy and economic 
efficiency, given the extreme gravity of the global ecological crisis, 
“efficiency” is simply not a relevant issue. The real question is: can 
socialism provide food, education, and health care to everyone on the 
earth? We know that historical socialisms were able to, and Cuba is still 
able to accomplish this with quite limited material resources. 

Capitalism has always failed to provide food, education, and health 


care to at least hundreds of millions of people. If the global ecological. 


crisis is not overcome, then capitalism will eventually fail the entirety of 
humanity. Is the choice not clear enough? 
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MONTHLY REVIEW -© Fifty. Years Ago 


In a capitalist society there can be no...harmony [between capital 
and labor] because what is of benefit to one class comes out of the 
pocket of the other, and vice versa. The individual capitalist may 

- want to raise wages, but to the extent that he does, he cuts into his 
profits. And if he cuts into his. profits too much, he’ll go out of 
business. 

It is true, of course, that if a capitalist owns his own plant and 
wants to play Santa Claus to his workers, no one can stop him. And 
there may be a few eccentrics of this kind. But today most business 
is carried on by big corporations, and if the management of a 
corporation should try to behave that way, the stockholders could go 
to court and get an order prohibiting the squandering of the owners’ 
assets. In a system of corporate capitalism, in other words, the law 
requires businessmen to devote themselves to one end and one end 
only, the making of the greatest profit. And with that end in view, it 
is natural for the employers to resist wage increases by whatever 
means possible... 

It is because wage increases are won “by the power of labor 
organizations” that employers have made war on labor unions in the 
past and why they continue to carry on that war in the present. That 
continual war is the expression of class conflict in capitalist society. 
It goes on in spite of the fact that some labor leaders say, with 
Walter Reuther, that “we don’t believe in the class struggle.” 


—Leo Huberman, “No More Class War?,” 
Monthly Review, July-August 1958. 
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The Scientific Case for Modern. 
Anthropogenic Global Warming 


JOHN W. FARLEY 


Most Americans today believe that the burning of fossil fuels is 
causing global warming, but not everybody agrees.’ Climate contrarians. 
proclaim that global warming is not occurring at all; or thar it is 
occurring but is entirely natural, i.e., that the anthropogenic (human) 
contribution to global warming is negligible. The contrarian ranks 
include the well-known radical journalist Alexander Cockburn, who 
forcefully proclaimed anthropogenic global warming to be a myth in 
three articles published in 2007 on the CounterPunch Web site and in 
The Nation.! 

I have been reading Cockburn’s political writings with pleasure, and 
usually with agreement, for three decades, dating back to his career at 
The Village Voice. However, as a physics professor who has lectured on 
global warming since 2001, I emphatically disagree with Cockburn’s 
perspective on global warming.” I am also dissatisfied with the quality of 
much of the response that Cockburn’s articles have evoked, as judged by 
the letters columns in The Nation.’ 

Most climate scientists believe that the human contribution to 
today’s global warming is important, and cannot by any means be’ 
dismissed as negligible. The consequences of global warming are 
potentially very dangerous. In view of the importance of the issue, and in 
view of Cockburn’s prominent (and well-deserved) role as a left 
intellectual and his formidable powers of persuasion, it is worthwhile 
restating the scientific case for modern anthropogenic global warming. 

The present article consists of (1) a summary of the scientific case for 
modern anthropogenic global warming, (2) a summary of the contrarian 
case advanced by Cockburn, (3) an assessment of global warming in 
greater depth, and (4) my detailed critique of the contrarian. arguments 
advanced by Cockburn. 

The scientific case is not dependent on citation of authority, no 
matter how distinguished the authority may be. The case is dependent 
upon experimental evidence, logic, and reason. The present article does 
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not touch on the impact of global warming, or on policy questions: what 
to do about global warming, whether the Kyoto treaty is a good idea or 
not, etc. 


Part 1: Summary of the Case for Modern Waosen Global Warming 


When sunlight strikes the earth, infrared radiation is emitted by the 
earth. Greenhouse gases in the atmosphere absorb this radiation, which 
results in a warming of the earth. The greenhouse effect is a very large 
effect: without greenhouse gases in the atmosphere, the earth’s surface 
would likely be below the freezing point of water. Carbon dioxide (CO,) 
in the atmosphere has been increasing since the Industrial Revolution 
began, ‘due primarily to the burning of fossil fuels and to deforestation. 
This increase in greenhouse gases causes an enhanced greenhouse effect, 
which warms the earth. 

_ A straightforward calculation reveals that when the CO, in the 
atmosphere reaches twice the pre-industrial level, the enhanced 
greenhouse effect alone (i.e., neglecting any response by the earth to the 
enhanced greenhouse effect) will warm the earth by 1.2 to 1.3°C. There is 


no significant controversy among scientists about this part of global 


warming. 

The earth will in fact respond to the increased temperature. fhis is 
called “feedback.” There is controversy about the: magnitude: of the 
feedback. Analysis that takes feedback into account predicts global 
warming in the range of 15 to 4.5°C (as indicated by the 
Intergovernmental Panel on Climate Change [IPCC]). Controversies among 
climate scientists concern the magnitude of the warming, not whether or 
not it is occurring. 

Climate is controlled by a number of factors, including changes in the 
earth’s orbit, possibly solar variability, possibly volcanoes, and the 
greenhouse effect. All but the last factor are entirely natural. Human 
activities are not the only contribution to the greenhouse effect. Until 
the last two centuries, humanity had a negligible effect on climate, and 
all climate change was naturally occurring. Some climate changes in the. 
distant past have been very large (e.g., ice ages) and were not caused ‘by 
humans. None of these statements refute the proposition that human 
activities (particularly burning fossil fuels) are an important contribution! 
to the global warming that is occurring right now. 


, Part 2: Summary of Alexander Cockburn’s Contrarian Arguments 


In his articles in The Nation and on the CounterPunch Web site, 
Alexander Cockburn makes six arguments against anthropogenic global 
warming: 

l. During the’ Great Depression of the 1930s, the burning of fossil fuels 

plunged by 30 percent, but the concentration of CO, in the 
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atmosphere did not decrease. Therefore, he contends, increased 

atmospheric CO, does not come from the burning of fossil fuels. 

. Water vapor, not CO,, is the main greenhouse gas, and the portion 
of global warming attributable to CO, is therefore tiny. 

3. When the earth emerged from the most recent ice age some 10,000 
years ago, the global temperature and .the concentration of 
atmospheric CO, both rose, but the temperature rise preceded a rise 
in atmospheric CO.. Therefore it was the warming that caused the 
rise in CO, and not vice-versa. The warming was caused by a 
Milankovitch cycle, a small change in the earth’s motion. : 

'4. The increasing concentration of CO, in the atmosphere is caused by 
CO, coming out of the oceans, not by the burning of fossil fuels. 
Hence the increase in atmospheric CO, is natural, not anthropogenic. 

5.. The residence time of CO, in the atmosphere is only a year or two 
before it dissolves in the ocean. This turns out to be important in 
supporting point 4 above. 

6. The forecasts of anthropogenic global warming are -entirely 
dependent on the results of large-scale computer models, which can 
be easily manipulated by the computer modelers to get any result 
they want by tweaking the variables in the computer models. 

Based on these scientific arguments, Cockburn goes on to argue that 
the computer modelers proclaim their unjustified doomsday forecasts in 
order tö keep their grant funds flowing. He also argues that the nuclear 
power industry is supporting global warming hysteria in order to 
promote nuclear power. 


Part 3: Global Warming in More Depth 


The greenhouse effect warms the earth. The warming power of the 
sun is mostly in the visible and ultraviolet region of the spectrum. The 
surface of the earth re-radiates solar energy back toward space in the 
form of infrared light. Because of greenhouse gases in it, the atmosphere 
is transparent to the visible light coming from the sun, but opaque at 
many wavelengths in the infrared band, resulting in the trapping of 
thermal energy and the warming of the earth. This is the so-called 
greenhouse effect, which has been known for two centuries.* The first 
scientist to realize that the atmosphere warms the earth may have been 
the French mathematician and physicist Joseph Fourier in the 1820s (who 
should not be confused with the journalist and utopian socialist Charles 
Fourier). The primary greenhouse gases are water vapor, CO,, and 
methane (natural gas, CH,). I don’t know any scientist who doubts that 
the greenhouse effect is a real effect. 

Too many people fail to appreciate how large the greenhouse effect 
really is. A simple calculation based on the Stefan-Boltzmann law shows 
that if there were no greenhouse gases in the atmosphere (and if nothing 
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else about the earth changed as a result of removing the greenhouse 
gases), the average surface temperature of the earth would be ~18°C 
(-1°F), which is below the freezing point of water.’ . 

The actual observed average surface temperature of the earth is 15°C 
(59°F). Thus the greenhouse effect raises the earth’s surface temperature 
by 33°C (60°F). In this sense, global warming has already happened! Not 
only is the greenhouse effect a real effect, it is a large effect. 

The greenhouse effect is intensifying as a result of the greenhouse 
gases building up in the atmosphere due primarily to CO, from the 
burning of fossil fuels, (coal, oil, and natural gas) and deforestation. 
Accurate data by direct experimental measurement was not available 
until 1959, when the geochemist C. D. Keeling started taking data at 
Mauna Loa, Hawaii. That measurement program has continued up to the 
_present.® Chart 1 shows the data from 1959 to the present. 


Chart 1. Concentration of atmospheric CO,, measured at the Mauna Loa 
observatory, showing the increase in atmospheric CO, (ppm) 


aA 
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1960 1965 1970 1975 1980 1985 1996 1995 2000 2005 


Source: ftp://ftp.cmdl.noaa.gov/ecg/co2/trends/co2_mm_mlo.txt. 
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The data show a seasonal cycle that matches the growing season in 
the Northern Hemisphere, with a maximum in May and a minimum in 
October.’ Most significant is a long-term upward trend: from 315 ppm in 
1958 to 387 ppm in 2008. While other aspects of global warming have 
been controversial, nobody has ever doubted the data from this measure- 
ment program. The data are rock solid. Several research teams have | 
measured the atmospheric CO, concentrations and the data from the 
different researchers are in agreement. 

Although the earliest data from direct measurement of CO, in the 
atmosphere are from 1958, it is possible to extend the data earlier by 
examining air bubbles trapped in ice in Antarctica and Greenland. Data 
on the long-term CO, trend show that the CO, level remained stable 
around 280 ppm during the last 10,000 years. 8 Then: CO, began to rise 
around the time of the Industrial Revolution, and is now 38 percent 
higher than pre-industrial levels. Climate scientists attribute the pre- 
industrial level of CO, (280 ppm) to natural causes, and the rise since 
then to human activity, primarily due to the aforementioned causes. 

The question naturally arises, what will be the effect of increased 
greenhouse gases? Since the greenhouse effect is a real effect, it is hard 
to avoid the conclusion that the buildup of greenhouse gases will result 
in an intensified greenhouse effect, resulting in increased global warming 
to some extent. In‘ other words, the argument is over the amount of 
increased global warming, not over whether or not it is occurring. The 
amount of increased global warming might be small or large, but it is a 
real effect. The important scientific question is whether or not increased 
global warming will be large enough to cause a problem. 

To answer this question, we need to understand in more detail how 
greenhouse gases absorb light in the infrared band. Different gases absorb 
light of different wavelengths. Measurements from outside the earth’s 
atmosphere by a satellite show that CO, has a particularly strong 
absorption of light around wavelengths of 15 micrometers.? Gavin Schmidt 
in 2005, following work done by Ramanathan and Coakley in 1978, 
calculated the effect of greenhouse gases in the following way: If you 
remove one gas from the atmosphere, while keeping all the other gases 
constant, what is the resulting percentage change in the infrared power 
that is absorbed by the atmosphere?” Schmidt obtained the following 
numbers, shown in table 1. 

The data in table 1 were computed by assuming that one gas is 
removed from the atmosphere, leaving everything else unchanged. But 
since there is overlapping infrared absorption, the absorption from one 
species will interact with the absorption from another species. Some 
wavelengths of infrared light are absorbed by both water vapor and CO.. 
At these overlapping regions, if you remove water vapor alone (leaving 
the CO,), the CO, will absorb the infrared light, while if you remove CO, 
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from the atmosphere (leaving the water vapor), the water vapor will 
absorb the infrared light. Thus the absorption by one species depends on? 
what other.species are present in the atmosphere. This accounts for the 

otherwise puzzling fact that the numbers do not add up linearly: If you 

remove all water vapor from the atmosphere, the infrared absorption will 

decrease by 36 percent. If you remove all greenhouse gases (and clouds) 

and leave only water vapor, the infrared absorption will decrease by 34 

percent. The two-do not add up to 100 percent, because of overlaps. 


Table 1. Contributions to the greenhouse effect by different greenhouse 
gases 


Species removed Percent change in infrared absorption 


None 0 
H,O vapor 36 j 
Ail except H,O vapor 34 
co, 9 
All except CO, l 74 
H,O vapor + CO, 53 
O, i 3 
All except O, = 93 
Other greenhouse gases ote 
Clouds 16 
All except H,O vapor + clouds 15 
All 100 


Source: Gavin Schmidt, (http:/Avww.realclimate.org/index.php?p=-142). 


All this is valuable background for the crucial question: How? 
important is CO, in the greenhouse effect? If you remove all the CO 
from the atmosphere, the infrared absorption decreases by 9 percent. if 
you remove all the greenhouse gases (including clouds) from the 
atmosphere except CO,, the absorption decreases by 74 percent, meaning 
that 26 percent (= 100 percent - 74 percent) of the absorption is stil] 
present if CO, were the only greenhouse gas in the atmosphere. So the 
effect of CO, can be either 9 percent or.26 percent of the greenhouse 
effect, depending on how it is defined. Undoubtedly the different 
definitions account, in part, for the different values cited in the literature 
for the importance of CO, in the greenhouse effect. But whether it is 9, 
percent or 26 percent, the effect of CO, is not a negligible effect. 

For water vapor, the table above gives two numbers: 36 percent and 66 
percent (= 100 - 34), depending on the definition. From the table above, 
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the water vapor contribution to the greenhouse effect is 36 to 66 percent, 
- while the contribution of CO, is 9 to 26 percent, depending on the 
definition. Taking the first numbers, water vapor is more important by a 
factor of 36/9 = 4.0, and taking the second numbers, water vapor is more 
important by a factor of 66/26 = 2.5. Note that water vapor is somewhat 
more important than CO, but CO, is by no means negligible. 


How Much Warming? A Naive and Frightening Miscalculation 


Let’s ask what the result would be if the greenhouse gases in the 
atmosphere were to double? A naive (and incorrect) calculation would be 
the following: Since the existing level of greenhouse gases resulted in a 
temperature increase of 33°C (60°F) compared to a hypothetical earth 
without greenhouse gases, then doubling of all the greenhouse gases 
would result in an additional increase of 33°C (60°F), giving an average 
surface temperature of the earth of 48°C (II9°F). Fortunately, this 
frightening result stems from a misunderstanding of how greenhouse 
. gases retain heat. The prediction of the IPCC is that doubling the level 
of CO, will result in a temperature increase of a few degrees Celsius. It 
is at first glance surprising and welcome that the forecasted effects of 
global warming are smaller than this naive calculation would expect. 

This naive calculation is incorrect for two reasons. First, the effect of 
saturation. The atmosphere is already opaque in parts of the infrared 
spectrum. Increasing the level of greenhouse gases will not make any 
difference at those parts of the spectrum: If the absorption at a certain 
wavelength is close to 100 percent, doubling the CO, level will not 
double the greenhouse effect. For example, suppose that at a certain 
wavelength, 90 percent of the infrared light from the earth is absorbed 
by CO, in today’s atmosphere. If the concentration of CO, in the 
atmosphere were doubled, the absorption cannot go to 180 percent, which 
is an impossibility, but will go instead to nearly 100 percent. 

Second, the effect of spectra! overlap. The absorption of infrared light 
by water vapor has areas of overlap, with the absorption by CO,. In 
regions where infrared light is already strongly absorbed by water vapor, 
changing the concentration of CO, will make little or no difference. 
These two effects (saturation and spectral overlap) explain why naively 
adding the effects of greenhouse gases is not correct, and overestimates 
the effect of increased greenhouse gases on the transmission of the 
atmosphere. 

An increasing concentration of CO, will have little effect at the center 
of a strong absorption peak, because the atmosphere is opaque there 
already. Instead, an increasing concentration of CO, will have its largest 
effect on the wings of a strong peak. The atmosphere is opaque in some 
parts of the infrared, with “windows” where the atmosphere is 
transparent or partially transparent. The effect of increasing 
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concentrations of CO, is to close the windows. 

Although this naive calculation is mistaken, it illustrates an important 
point. People are often surprised at the thought that CO, present in the 
atmosphere at only a few hundred parts per million, can result in a large 
enough change in the earth’s average temperature to make a difference. 
Instead, the real surprise is that global warming is as small as it is. 


How Much Warming? 


Climate scientists separate the climate problem into two parts: 
climate forcing and climate response. The forcing includes possible . 
changes in the brightness of the sun, or changes in the greenhouse 
effect." The climate response is a resulting change in the equilibrium 
temperature. The climate sensitivity is the change in temperature divided 
by the climate forcing. A very simple calculation from a standard 
textbook shows that (if you make the assumption that nothing else in 
the system changes) a doubling of CO, from the pre-industrial levels is 
estimated” to produce a temperature tise of about 1.2 to 1.3°C (2.2 to 
2.3°F). The calculation is straightforward enough that there is little 
controversy in the scientific community about it. The logic is hard to 
dispute: the greenhouse effect is a real effect, the burning of fossil fuels 
leads to increasing concentrations of CO,, producing an enhanced 
greenhouse effect. The resulting temperature rise, if you assume that 
nothing else changes in the meantime, is only 1.2 to 1.3°C. 


It’s All About the Feedback 

The real challenge in climate science comes with the assumption that 
when the greenhouse effect is intensified by increasing CO, concentration, 
nothing else changes. This increase of 1.2 to 1.3°C only takes into account 
the direct atmospheric warming associated with the enhanced greenhouse 
effect. It does not take into account any changes in the system. These 
changes are “feedback.” 

If the feedback is positive, then changes in the earth will enhance the 
change in temperature, and global warming arising from a doubling of 
pre-industrial CO, will be more than 1.2 to 1.3°C. If the feedback is 
negative, then changes in the earth will counteract the change in 
temperature, and global warming from a doubling of pre-industrial CO, 
will be less than that. If the feedback is positive, then temperature 
change feeds on itself. If the feedback is negative, then temperature 
change will be self-limiting. 

if the feedback is positive, it does not imply that temperature changes 
-wartid feed upon themselves forever. An enhanced greenhouse effect 
causes a rise in the average temperature of the earth, which in turn will 
increase the power radiated by the earth, as given by the Stefan- 
Boltzmann law. The average temperature of the earth will rise from the 
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present value to a new, higher average temperature, “glowing” more 
brightly and re-radiating more energy into space until a new equilibrium 
is reached. Global warming is about the shift in the equilibrium 
temperature, arising from the enhanced greenhouse effect.. 

The estimate of the IPCC is that doubling the concentration of CO, in 
the atmosphere will lead to an increase of 1.5 to 4.5°C (2.7 to 8.1°F). The 
predicted temperatures consist of 1.2 to 1.3°C from the enhanced 
greenhouse effect that is multiplied by an “amplification factor” arising 
from positive feedback. The calculated amplification factor is in the range 
from 1.2 to 3.75. If the amplification factor is 1.2, then the temperature 
will be 20 percent higher than it would be in the absence of feedback, 
while if the amplification factor is 3.75, the temperature rise will be 
nearly quadruple what it would be in the absence of feedback. The 
controversy is all about the feedback. That’s what the climate scientists 
are arguing about: How much is the feedback? 

Two important examples of positive feedback are the ice-albedo effect 
and water vapor. 

The ice-albedo effect: If the temperature increases, ice and snow melt 
near the poles, replacing white snow with dark earth. Since snow reflects 
sunlight while earth absorbs sunlight, this decreases the reflectance 
(“albedo”) of the earth. Decreased reflectance means that a larger fraction 
of the sunlight falling on the earth is absorbed. This in turn leads to 
further warming. Thus a small warming leads to larger warming. 

The ice-albedo effect can also work in reverse: A small decrease in 
temperature wil] lead to increased snow cover, resulting in higher albedo, 
meaning that more of the sunlight falling on the earth is reflected and 
less is absorbed. Thus a small cooling leads to a larger cooling. 

Water vapor: Warmer air can hold more water vapor than cooler air. 
The so-called saturation vapor pressure of water rises with temperature. 
Thus, a small temperature rise can lead to an increased water vapor 
concentration, which in turn results in an enhanced greenhouse effect, 
and more warming. 

If the temperature decreases from 15°C by I°C, the equilibrium vapor 
pressure of water decreases by 6 percent, while if the temperature 
increases by 1°C, the equilibrium vapor pressure increases by 7 percent. 
This is quite significant given the importance of water vapor as a 
greenhouse gas. 

It is helpful to clarify an important point: Climate scientists believe 
that water vapor is a feedback, not a forcing. If you somehow removed 
all the water vapor from the atmosphere, it would restore itself in a 
matter of weeks. After all, most of the surface of the earth is covered by 
water. Change in the water vapor in the air is one of the ways that the 
earth reacts to external forcings. And it’s a positive feedback. 
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‘Possible Negative Feedback Mechanisms 

In addition to positive feedback mechanisms, there are possible 
negative feedback mechanisms. For example, if increased temperatures 
cause more clouds, and if clouds have a net cooling effect (this is 
uncertain), then this would constitute a negative feedback mechanism. 

Another suggested negative feedback mechanism was the “adaptive 
iris” proposed by MIT professor Richard Lindzen in the early 1980s. 
Lindzen proposed that increased sea-surface temperatures in the tropics 
lead to decreased cirrus cloud formation, leading in turn to increased 
“leakage” of infrared radiation, which amounts to a decreased greenhouse 
effect. The upshot is negative feedback. Lindzen, a global warming 
skeptic, agrees that increased atmospheric CO, leads to an enhanced 
greenhouse effect, but does not believe that feedback is positive. 

The full complexity of modern climate science arises in attempting to 
grapple with the feedback. The number of possible feedbacks is quite 
complex.'’? The crucial question is the sign and magnitude of the 
feedback. In view of the complexity of the system, it may very well not 
be possible to determine from first principles whether the feedback is 
positive or negative. However, there are other pieces of evidence that 
support positive feedback. In analyzing the past temperature record, the 
temperature changes are larger than would be expected if there were no 
feedback. This will be pointed out in several sections below. 


Climate Change in the Past 

If you look at the temperature record for a long span of time, you 
find that there have been changes in the temperature in the past, 
including big changes. During the Cretaceous Period 100 million years 
ago, the global mean surface temperature may-have been as much as 
6-8°C (11-14° F) higher than today. Obviously these temperature changes 
in the distant past had nothing to do with human activities, because 
there were no humans back then. Climate scientists do not contend that 
climate changes in the past were due to humans. They do maintain that 


the global warming we are experiencing now is at least partially due to 
human activities. 


The Ice Ages 

‘In the past million years, the earth has undergone ten major and forty 
minor episodes of glaciation. The triggers for these events are believed 
‘to be changes in. the motion of the earth, first investigated by Milutin 
Milankoviz in the 1920s. Specifically, the tilt of the axis goes from 22 
degrees to 24.5 degrees and back'again every 41,000 years. The month 
when the earth is closest to the sun varies in cycles of 19,000 years and 
24,000 years. The shape of the orbit is observed to vary from elliptical to 
nearly circular, with a period of 100,000 years. These slow variations 
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arise from the gravitational forces and torques exerted on the earth by 
the other planets (especially Jupiter and Saturn), the sun, and the moon. 

The climate science community almost unanimously believes that the 
Milankovitch cycles are the triggers for the beginning and ending of ice 
ages, because the timing of the climate changes agrees so well with the 
observed orbital changes of the earth and planets. (Nevertheless there are 
some unresolved problems in the frequencies of changes: the orbital 
changes predict a 400,000-year cycle, but no such cycle is observed in 
the climate record of the last million years.) 

Although the Milankovitch eycles get the period of the cycles (mostly) 
right, problems arise when attempting to calculate the intensity of the 
cooling that results from the changing sunlight. The “effect” (temperature 
change) is bigger than the “cause” (changing sunlight). A standard 
textbook remarks that “orbital changes alone appear not to have caused 
the vast climate shifts associated with glaciation and deglaciation.” 
This means that the response of the earth to changing sunlight may 
increase the effect; i.e., this is evidence for positive feedback." 


Solar Variability 

In addition to Milankovitch cycles and the enhanced greenhouse 
effect, another possible cause of climate change is solar variability. Since 
1979, spacecraft-borne instruments have recorded variations in the sun’s 
output, on time scales ranging from minutes to decades. The largest 
short-term .dips of 0.3 percent last about a month, and are associated 
with sunspots that are carried across the face of the sun. (The sun’s 
rotation rate has a period of twenty-seven days.) The eleven-year sunspot 
cycle is associated with changes in the sun’s output of about 0.1 percent. 

There are no precise measurements of the solar output before 1979, 
and no direct measurements at all before about 1900. Instead, climate 
scientists rely on proxy indicators of solar activity, isotopes in cosmic 
rays, carbon-14 (“C) and beryllium-10 ('"Be), which are found in tree 
rings and ice deposits, respectively. This record stretches back thousands 
of years. 

The sun may make a contribution to climate change, at least in the 
period before 1800. Lean and Rind believe that in the period 1600-1800, 
the reconstructed solar radiation (from proxy indicators “C and Be) 
correlates well with the surface temperature of the Northern Hemisphere. 
If you use that period to compute a climate sensitivity, you get an 
increase in solar radiation of 0.14 percent, which is too small by a “factor 
of two to account for the observed temperature rise of 0.28°C, in the 
absence of positive feedback. If the modest climate changes in the period 
1600-1800 are attributed to solar variations, then this is another argument 
in favor of positive feedback. 

The climate fluctuations in the period 1600-1800 can perhaps be 
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attributed to solar forcing, if you assume positive feedback. However, 
. the warming in the twentieth century is a different story. In the last 
quarter of the twentieth century, solar changes can account for less than 
one third of the observed warming. 


Part 4: Scientific Rebuttal to Contrarian Arguments 


Contrarian Claim 1: The Great Depression Argument 

Alexander Cockburn argues that during the Great Depression of the 
1930s, worldwide anthropogenic ‘production of CO, fell by 30 percent, 
but the concentration of atmospheric CO, didn’t fall by even one part per 
million, at a time when the atmospheric concentration was just over 300 
ppm. Cockburn’s data indicate that worldwide annual CO, production 
from fossil fuel plunged 30 percent, from 1.17 gigatons (Gt (1 Gt = 10° 
kilograms, i.e., a billion metric tons]) in 1929 to 0.88 Gt in 1932, but the 
CO, concentration did not fall by even 1 ppm. Cockburn cites the 
following figures: 306 ppm in 1928 and 1929, and 307 in 1932. 


Cockburn proclaimed that “a whopping 30 percent cut in man-made 


CO, emissions didn’t even cause a 1 ppm drop in the atmosphere’s CO.. 

Thus it is impossible to assert that the increase in atmospheric CO, 
stems from human burning of fossil fuels.”!” Cockburn does not specify 
how large an effect on the CO, mixing ratio he expects to see, but 
clearly, in his mind, there ought to be a drop of at least 1 ppm, if 
anthropogenic CO, were a significant contributor to the atmospheric 


Lers calculate how large an effect should be expected, using 
Cockburn’s numbers. First, let’s distinguish between a reservoir of carbon 
and a flux of carbon. The atmosphere is a reservoir holding a certain 
amount of carbon, while the annual production of CO, is a flux, 
transferring a certain amount of carbon to the atmosphere every year. The 
reservoir of carbon (as CO,) in the atmosphere is proportional to the 
concentration (expressed as parts per million), measured by the Mauna 
Loa observatory. The flux from burning fossil fuel (and other 
anthropogenic sources) is a certain amount of CO, injected into the 
atmosphere every year. 

The pre-industrial level of CO, in the atmosphere was about 280 ppm. 
As a result of the industrial revolution, the level crept up to just over 
300 ppm by the onset of the Great Depression. The increase of 20 ppm 
(= 300 - 280) was primarily due to the accumulated emissions from 
fossil fuels since the beginning of the Industrial Revolution. If the Great 
Depression had cut the burning of fossil fuels to zero, the result would 
have been the gradual decrease (over a long period) from 300 ppm back 
down to the pre-industrial level of 280 ppm. 
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Nobody should expect a 30 percent decrease in the 300 ppm level of 
atmospheric CO,, because 280 ppm is natural. Instead you expect a 30 
percent decrease in the rate at which CO, is increasing in the 
atmosphere. 

In more detail: Even after cutting back the burning of fossil fuels in 
the Great Depression, the fluxes were still unbalanced, and atmospheric 
CO, continued to increase. In the 1995 IPCC report, which covers the 
1980s, the following numbers reveal the reservoir and fluxes to and from 
the atmosphere. 

The reservoir of carbon in the atmosphere was 750 Gt in the 1980s— 
this is the tota] mass of all carhon in the atmosphere. The atmospheric 
concentration was about 340 ppm. From these numbers, we can calculate 
that back in the early 1930s, when the atmospheric concentration was 
300 ppm—i.e., 88 percent (300/340 x 100) of the value in the 1980s—the 
atmospheric reservoir was about 662 Gt., i.e., 88 percent of the value in 
the 1980s (662 = 750 x 300/340), since the concentration is proportional 
to the total amount (reservoir) of carbon. 

Cockburn’s estimate of the pre-Depression (1929) rate of carbon 
emissions (the flux) is 1.17 Gt/year. To simplify, let’s assume that all of 
the CO, emitted were retained in the atmosphere and all other fluxes 
were balanced. This would be associated with an annual increase of 0.18 
percent (1.17/662 x 100) in the atmospheric CO, concentration. That’s an 
expected increase of 0.54 ppm (0.18 percent ‘of 300 ppm) in the CO, 
concentration. 

By 1932 the fossil fuel consumption rate had fallen from 1.17 Gt/year 
to 0.88 Gt/year. This is a 30 percent drop in the rate at which the CO, 
level increases. But it just means that you expect the annual increase in 
atmospheric CO, to be 0.13 percent (0.88/662 x 100) instead of 0.18 
percent, or 0.39 ppm (0.13 percent of 300 ppm) instead of 0.54 ppm. It is 
the rate of increase that has fallen, from 0.18 to 0.13 percent or from 0.54 
ppm to 0.39 ppm. Thus, the rate of increase has fallen by 0. 15 ppm 
(= 0.54 - 0.39). 

To recap: If the Depression hadn’t happened, you would expect an 
annual increase of 0.54 ppm. But since the Depression did happen, you 
expect an increase of 0.39 ppm. The difference is 0.15 ppm. 

Is it realistic to expect to be able to detect a change in the 
concentration of CO, in the atmosphere from such a small change in the 
rate of flux over just a few years? The signal of 0.15 ppm should be 
compared with the year-to-year noise in the data. Looking at the data in 
the 1980s, where the high-quality post-1958 data from Mauna Loa is 
available, I examined the year-to-year fluctuations. There are ten years in 
the series 1980-1989. For each year, I obtained the CO, concentration in 
ppm. By subtracting one year from the previous year I obtained the 
increase from the previous year. These ranged from 1.2 ppm to 2.55 ppm. 
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Then I calculated the change from one year to the next of that increase. | 
had nine data points (= 10 ~ 1). Six of the nine data points had year-to- 
year fluctuations of more than 0.15 ppm, and three data points had less 
than 0.15 ppm year-to-year fluctuations. So, even in this favorable case, 
where the Mauna Loa has more reliable data than that which Cockburn 
cited from the air bubbles in the ice records, you would not expect to 
detect a change of 0.15 ppm. 

Furthermore, I simplified the calculation by assuming that all the CO, 
from fossil fuel burning was retained in the atmosphere. Today’s climate 
scientists believe that roughly half of the CO, injected into the 
atmosphere by burning fossil fuel is retained in the atmosphere, with the 
other half dissolving in the ocean (over a period of decades to a century 
or two). My simplified calculation is, thus, an overestimate, by roughly a 
factor of two, of the increase expected in the CO, mixing ratio. 

In conclusion, the Great Depression argument is not valid. The 
expected impact of the cutback of CO, emissions that occurred between 
1929 and 1932 is too small relative to the historical buildup of CO, in the 
atmosphere to show up in Cockburn’s numbers. 


Contrarian Claim 2: Water Vapor Is Vastly More Important than CO, 

as a Greenhouse Gas l 

Cockburn thinks water vapor is more important than CO, as a 
greenhouse gas by a factor of 20. Cockburn did not cite any source for 
this number. It’s true that CO, has a smaller greenhouse effect than 
water vapor, but only by a factor of 2.5 to 4.0 (as shown above), and it 
is the concentration of CO, in the atmosphere that has been changing 
rapidly due to anthropogenic forces. The effect of CO, is appreciable. The 
numbers advanced ‘by Cockburn, claiming that CO, is negligible, are 
wrong. These numbers circulate among the contrarians. The largè 
absorption in the infrared band caused by CO, is in and of itself clear 
evidence of the importance of CO, 


Contrarian Claim 3: The rise in CO, around 10,000 years ago happened 

after the beginning of.the end of the last ice age, not before. Therefore 

the rise in atmospheric CO, is a consequence of global warming, not a 

cause of global warming. . 

Cockburn is entirely correct when he says that when the last ice age 
started to end about 10-12 thousand years ago, the triggering cause was 


not CO.. Instead, the trigger is believed to be a Milankovitch cycle. This 


topic is found in standard textbook treatments. 

Cockburn thinks this is a crushing blow against the claim of 
anthropogenic global warming. He thinks that there is one factor 
determining the climate, so if he can prove that increasing temperature 
caused increased CO, and not vice-versa at any one time (10,000 years 
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ago), then he has proven it for all times. 

Many decades ago, numerous scientists also thought that there was 
one overriding factor determining climate. They no longer think so. 
Instead, the current scientific thinking is that there are a number of 
factors that influence climate, including: greenhouse gases in the 
atmosphere, the reflection of light from the earth’s surface, the exact 
shape of the earth’s orbit (which varies according to the Milankovitch 
cycle), and changes in the sun’s intensity. 

Which factor is more important? That varies from one era to another. 
(a) The event that initiated the ending of the last ice age was a 
Milankovitch cycle. Once the process started, increasing CO, levels 
caused further warming. (b) During the period 1600-1800, a plausible 
argument can be made that solar variations caused appreciable 
temperature changes. (c) The temperature rise during the last half of the 
twentieth century is caused by the enhanced greenhouse effect, resulting 
from the burning of fossil fuels. 

Cockburn lays great stress on the timing issue: 10,000 years ago, the 
rise in temperature preceded the rise in CO, levels. This proves (and I 
agree) that CO, didn’t cause the beginning of deglaciation (the end of 
the ice age). 

But in the last two centuries, the rise in CO, preceded the rise, in 
temperature. This strongly suggests that the rise in CO, caused the rise 
in temperature. The CO, in the atmosphere has risen since 1800 and 
especially since 1950, while it was steady for centuries until about 1800. 
In the modern era, the rise in CO, came first, then the rise in 
temperature. i 


Contrarian Claim 4: The rise in atmospheric CO, comes from the 
ocean, not from burning fossil fuel. Thus the rise is natural and not 
anthropogenic. 

Climate scientists believe that CO, from the burning of fossil fuels 
and deforestation enriches the CO, in the atmosphere. Cockburn believes 
that most of the increased CO, in ‘the atmosphere comes from the ocean 
instead. So where does the CO, in the atmosphere come from, the 
burning of fossil fuels, or the ocean? 

Nature has performed an experiment to decide this question, by 
putting a label on CO, molecules, and using one kind of label on CO, 
from fossil fuels and deforestation, while putting another kind of label 
on CO, from the ocean. We can examine the CO, molecules in the 
atmosphere, and the labels will tell us whether the ĈO, is coming from 
burning fossil fuels or from the oceans. 

The labels are carbon isotopes. Most carbon atoms have an atomic 


mass of 12, but about one percent have an atomic mass of 13. 
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Carbon-12: atoms can be distinguished from carbon-13 atoms in the 
laboratory, and both kinds of carbon atoms can form CO, molecules. So 
about 1 percent of the CO, we exhale is CO.. 

The two types of CO. BCO, and ?CO., behave pretty much the same 
during most chemical reactions. However, some biological processes 
show “isotopic fractionation,” in which one isotope is more readily used 
than the other. For example, in photosynthesis, plants take in CO, from 
the air to build up their biomass. Terrestrial] plants have a preference to 
take in "CO, instead of "CO, so the CO, in plants is richer in C and 
poorer in 8C than the surrounding attnosphere. 

In other words, while the abundance of ?C is about one percent of 
the abundance of "C, it’s not exactly one percent. The ratio of abundances 
of ŻC to "C can be slightly higher or slightly lower than one percent 
depending on the source. 


Table 2. 5°C by source 


Source dC - Comment 

Fossil fuel and biomass -27 | 
Atmosphere -8 

Ocean surface waters +1.4 to +24 Depends on latitude 





Source: P. D. Quay, B; Tilbrook, and C. S, Wong, “Oceanic Uptakes of Fossil Fuel CO; 
Carbon-13 Evidence,” Science 256 (1992): 74-79. 


Scientists compare the-abundance of PC relative to "C using the so- 
called C scale. The ®C/°C ratio in a sample is compared to the ratio 
in a standard material. If the °C/"C ratio in the sample is exactly the 
same as the ratio in the standard, then 85°C = 0. If the sample is enriched 
in "C relative to the standard, the sample is assigned a positive 5°C 
value, while if the sample is depleted in 5C relative to the standard, the 
sample is assigned a negative 85°C value. If the °C/°C ratio in the sample 
is higher than the standard by 0.1 percent, then the 6°C for that sample 
is +]. If the 8C/°C ratio in a sample is lower than the standard by 0.2 
percent, the 6°C for that sample is -2. 


The òC values for fossil fuels/biomass, the atmosphere, and the 


oceans are shown in table 2. ‘Notice that the value of 88C in the 
atmosphere is in between the level for fossil fuel/biomass and the value 
for the surface waters of the oceans. 

If the CO, in the atmosphere (whose 85°C is -8) comes from the 
surface of the oceans (whose C is positive) then the 8°C of the 
atmosphere will increase with time. However, if CO, in the atmosphere 
comes from burning fossil fuel (whose 8°C is -27), then the 5°C of the 
atmosphere will decrease. 
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The result, from the Mauna Loa observatory, shows the ?C/?C ratio in 
atmospheric CO, is decreasing with time.” These data conclusively 
demonstrate ‘that the increasing CO, in the atmosphere comes from 
burning fossil fuels and deforestation, ‘and not from CO, released by the 
oceans to the atmosphere. This conclusion does not * depend on the 
validity of computer models. 

In a response to critics who raised exactly the issue of isotopic 
abundance ratios in CO,, Cockburn replied that burning fossil fuel is not 
the only way of introducing “C-poor material into the atmosphere. 
Cockburn believed that “cold ocean waters absorb lightweight "°C 
preferentially, resulting in lots of °C-deficient carbon in the oceans. This 
low-®C carbon most certainly would have been released massively into 
the atmosphere over the course of the world’s warming trend since 
1850... 

Cockburn would Raye a valid point if the ocean surface waters were in 
fact depleted in ¥C. Unfortunately for his argument, the ocean surface 
waters are enhanced in °C, while the deep ocean is depleted in ¥C. 
Clearly, Cockburn is wrong on this point. 


Contrarian Claim 5: A short atmospheric residence time for CO, 

How long does CO, stay in the atmosphere before permanently 
dissolving in the ocean? This may seem like an unimportant detail, but it 
turns out to be an important question. If atmospheric CO, dissolved in 
the ocean in a short time (a year or two), then cutting back on emissions 
would promptly lower hie atmospheric concentration of CO,. However, if 
the residence time is long (decades to centuries), then the human race 
will be stuck with the consequences of global warming for a long time: 

This was once the subject of an enormous amount of controversy. As 
recently as the 1950s, many scientists thought that atmospheric CO, 
would dissolve almost immediately in the oceans. This was one 
important reason why many scientists paid little attention to global 
warming—they thought it was impossible. Estimates of the atmospheric 
residence time for CO, ranged from 6 months to 10,000 years. 

Shortly after C. D. Keeling began his measurement of atmospheric 
CO, in 1958, it became clear that atmospheric CO, was accumulating. 
This ruled out the short lifetimes: If atmospheric CO, could dissolve in 
the ocean in a year or two, it would not be accumulating in the 
atmosphere. 

Modern scientists understand that the dissolving of atmospheric CO, 
into the oceans is a three-step process: (1) transfer of CO, across the air- 
sea interface, (2) chemical interaction of dissolved CO, with seawater 
constituents, and (3) transport of CO, to the deep ocean by vertical 
mixing. 

Steps 2 and 3 are the rate-limiting steps—i.e., these are the processes 
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that happen fairly slowly, making the absorption of atmospheric CO, by 
the oceans take decades or centuries, rather than years. The chemistry of 
seawater is complicated. A thorough treatment of CO, in seawater 
involves the bicarbonate ion (HCO), boric acid (BLOH], ) and the borate 
ion (B[OH],). The inclusion of the last two species is surprising to 
many scientists without a background in ocean chemistry. The subject is 
complicated enough to merit a 356-page monograph.” 

For a long time, many scientists misunderstood the problem. They 
looked up the solubility of CO, in water, and there seemed to be nothing 
to prevent CO, from dissolving rapidly:in the ocean. However, these 
scientists misconceived the problem. The solubility tells you whether all 
the atmospheric CO, can dissolve eventually in the ocean. And all the 
CO, can dissolve, but it takes a long time to reach equilibrium. 

This is the wrong approach. It’s not an equilibrium problem. Instead, 
its a transient problem. The real question is: How long does the system 
take to reach equilibrium? This was not understood by scientists until 
the mid-1950s. 

It has been estimated that of 100 molecules of CO, injected into the 
atmosphere, 6 molecules wil! dissolve in the ocean in 1° year; 29 molecules 
will dissolve in 10 years; 59 molecules will dissolve in 60 years; 84 
molecules will dissolve in 360 years; and the last 16 molecules will take 
over 1,000 years. 

This is the result of a number of different processes taking place on 
different time scales. There is not a single time scale for dissolving CO, 
in the ocean, but it takes a long time. Because it was once a very 
contentious area, there were lots of naive ideas circulating, that are now 
known to be wrong. Those ideas don’t ever totally die away. Since 1960, 
many new people have entered the field of climatology, and people with 
technical backgrounds but little experience in climatology have 
investigated this issue. People who are new to the field are prone to 
repeat the same mistakes that climate scientists were making in the 
1950s and earlier. 

Cockburn found one PhD, a retired aerospace engineer, Dr. Jeffrey 
Glassman, who calculated a lifetime of 1.5 to 2.0 years.” Judged by his 
Web site, Glassman’s thinking is based on solubility. As just mentioned, 
this is a transient problem, not a solubility problem. And, of course, if 
the lifetime were that short, then the CO, would not be accumulating in 
the atmosphere, which it clearly is. 


Contrarian. Claim 6: Believers in anthropogenic global warming are 

entirely dependent upon large-scale computer modeling, whose validity 

is suspect. 

If the only evidence for global warming were computer models, then 
skepticism or at least agnosticism would be entirely justified. In fact 
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there is a great deal of evidence besides computer models that supports 
global warming. Some of the evidence has been discussed in this essay.” 

The greenhouse effect is after all a real effect, and a large one. 
Increasing CO, in the atmosphere leads to an enhanced greenhouse effect, 
which will be a little over °C when the CO, level reaches twice the pre- 
industrial levels. 

There is more controversy over the feedback, but an estimate of the 
feedback based on the recovery from the last ice age (see the section 
“The Ice Age” above, including endnote 15) yields a prediction that 
doubling the amount of CO, over pre-industrial levels will result-in a 
temperature rise of 3°C, in good agreement with the IPCC estimates of 
1.5 to 4.5°C. - 

Thus the estimates by the IPCC seem quite reasonable. Their results, 
although based on computer models, are supported by arguments that 
are independent of computer models. This, of course, should enhance 
confidence in the validity of the computer models. 


Conclusion v. 


Anthropogenic global warming is based on very solid science. The 
discussion in the scientific climate change community is about how 
much anthropogenic global warming is occurring, but not about whether 
- or not anthropogenic global warming is happening at all. The contrarian 
arguments raised by Alexander Cockburn lack scientific validity. 

This is not to say that Cockburn and other skeptics should not have 
raised some of the questions they have. Science demands constant 
scrutiny and the misuse of science, when it occurs, is everyone’s concern. 
But it ‘is also important to recognize a truth when it has been 
established. The verdict is in. Modern global warming stemming to a 
considerable extent from anthropogenic causes is real and constitutes a 
serious threat to life on the planet as we know it. It is time to stop 
debating its reality and to do something about it, while there is still 
time. 
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_ The world ocean covers approximately 70 percent of the earth. It has 
béen an integral part of human history, providing food and ecological 
services. Yet conservation efforts and concerns with environmental 
degradation have mostly focused on terrestrial issues. Marine scientists 
and oceanographers have recently made remarkable discoveries in regard 
to the intricacies of marine food webs and the richness of oceanic 
biodiversity. However, the excitement over these discoveries is dampened 
due to an awareness of the rapidly accelerating threat to the biological 
integrity of marine ecosystems. 

At the start of the twenty-first century marine scientists focused on 
the rapid depletion of marine fish, revealing that 75 percent of major 
fisheries are fully exploited, overexploited, or depleted. It is estimated 
“that the global ocean has lost more than 90% of large predatory fishes.” 
The depletion of ocean fish stock due to overfishing has disrupted 
metabolic relations within the oceanic ecosystem at multiple trophic and 
spatial scales.” 

Despite warnings of impending collapse of fish stock, the oceanic 
crisis has only worsened. The severity is made evident in a recent effort 
to-map the scale of human impact on the world ocean. A team of 
scientists analyzed seventeen types of anthropogenic drivers of ecological 
change (e.g., organic pollution from agricultural runoff, overfishing, 
carbon dioxide emissions, etc.) for marine ecosystems. The findings are 
clear: No area of the world ocean “is unaffected by human influence,” 
and over 40 percent of marine ecosystems are heavily affected by multiple 
factors. Polar seas are on the verge of significant change. Coral reefs and 
continental shelves have suffered severe deterioration. Additionally, the 
world ocean is a crucial factor in the carbon cycle, absorbing 
approximately a third to a half of the carbon dioxide released into the 
atmosphere. The. increase in the portion of carbon dioxide has led to an 
increase in ocean temperature and a slow drop in the pH of surface 
waters—-making them more acidic—disrupting shell-forming plankton and 
reef-building species. Furthermore, invasive species have negatively 
affected 84 percent of the world’s coastal waters—decreasing biodiversity 
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and further undermining already stressed fisheries.? 

Scientific analysis of oceanic systems presents a sobering picture of 
-the coevolution of human society and the marine environment during the 
capitalist industrial era. The particular environmental problems related to 
the ocean cannot be viewed as isolated issues or aberrations of human 
ingenuity, only to be corrected -through further technological 
development. Rather these ‘ecological conditions must be understood as 
they relate to the systematic expansion of capital and the exploitation of 
nature: for profit. Capital has a particular social metabolic order—the 
material interchange between society and nature—that subsumes, the 
world to the logic of accumulation. It is a system of self-expanding 
value, which’ must reproduce itself on an ever-larger scale.* Heré we 
examine the social metabolic order of capital and its relationship with 
the oceans to (a) examine the anthropogenic causes of fish stock 
depletion, (b) detail the ecological consequences of ongoing capitalist 
production in relation to the ocean environment, and (c) highlight the 
ecological contradictions of capitalist aquaculture.” 


Marine Metabolism: Biological Richness, Energy Cycles, and Trophic Levels 


Ecologists now appreciate the complexity of biological relationships 
at multiple scales, including primary productivity, carbon sequestration, 
and intricate food webs. New light is being shed on oceanic ecosystems 
offering an emerging picture of the sea’s metabolism. In particular, 
research reveals great complexity and a resultant integrity among trophic 
level interactions (food webs) between microscopic organisms, plankton, 
and larger predators. Ivan Valiela, a marine biologist, states: 


No topic within marine ecology and biological oceanography has 
‘changed more...than our notions about components and structure - 
of planktonic food webs. Knowledge about marine water column 
food webs has been considerably enlarged, and made much more 
complex, by recent findings about the existence and role of smaller 
organisms, release and reuse of dissolved organic matter, and 
reassessment of the function of certain larger organisms. 


The metabolic interactions expressed among trophic levels are proving 
to be the underlying source of great biological wealth and ocean 
resiliency. . | ~~ 
' . According to marine scientists, “the genetic, species, habitat, and 
ecosystem diversity of the oceans is believed to exceed that of any other 
Earth system.” For example, ocean environments contain seventeen 
different taxa of life forms compared to eleven land-based taxa. Oceans 
account for 99 percent of the volume that is known to sustain life—most 
of which is still unknown. Scientists exploring the ocean’s middle depths 
have discovered a host of new species composing productive ecosystems. 


t 
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The deep-sea bottom, of which little more than 1.5 percent has been 
explored, has recently: been, the object. of great interest due to’ its 
abundant biodiversity. For example, in one such Atlantic seafloor with an 
area of approximately twenty-one square meters, scientists sampled and 
found 90,672 individual organisms representing 798 species, of which 460 
were previously unknown. These new discoveries have yielded important 
insights regarding marine ecosystems. At the same time, they: produce 
an appreciation of the great uncertainty that still exists for. much of the 
marine environments processes, such as the role of currents, 'nutrient 
cycles, and biomass.’ « - D 

Recent advances in trophic: E A aie haye developed in 
three areas: microbial interactions, multi-tiered trophic ‘dynamics, and 
upper trophic level controls. First, the new array of facts offered by 

studying: the: base of the.food web (diatoms, dinoflagellates, and other 
microalgae) has led marine researchers to propose a new view of the 
planktonic food web that includes a “microbial loop.” In the microbial 
_ loop, organic matter cycles through microbes before entering the'classic 
food .web; this is a more complicated relationship than. was previously 
assumed. Second, it has been found that oceanic food webs often have 
‘five trophic levels or more, as opposed to freshwater systems where 
‘three levels are ‘more typical: Valiela describes this yet-unexplained 
discovery as a significant ‘qualitative difference between the two 
environments: Previously, trophic interactions among freshwater fish were 
thought to be analogous to ‘pelagic fish and management decisions were 
based on such comparisons. Exploring the multi-tiered dynamics of ocean 
food webs as unique from freshwater systems provides a more complex 
research question for the scientific community. : Uncertainty colors all 
speculation of how vulnerable ocean oe are ea ee to freshwater 
and land ecologies.’ 

Finally, researchers have. found that species in the upper ooh 
positions seem to be closely coupled to food availability. This means 
that the top predators exist near the carrying capacity of. their 
environment. This -is not the case with most bony fishes in freshwater 
environments, which usually exist in an environment with an abundant 
prey population. The life history characteristics of the upper trophic 
creatures suggest they are easily susceptible to overexploitation. Little 
room exists in the population of top marine predators to absorb losses 
of food resources. For example, the ability of whales to recover to their 
earlier, abundance after massive human predation is.now dependent on 
the availability of krill. Although. the large-scale hunting of whales has 
dramatically declined, the massive exploitation of krill as.a protein 
source and as an animal-feed additive may now jeopardize recovering 
whale populations dependent on krill as a food supply. 

There is a significant amount of interaction and dependence of the 
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ocean’s top predators on lower trophic levels. Trophic level interactions 
represent a marine food web based on energy flow and describe one 
element of the ocean’s metabolism. Many other relationships besides 
trophic level interactions exist between ocean organisms, such as the 
relation between organisms and their immediate habitat, which can 
include coral reefs and kelp forests. Both of these realms, on which 
species depend, are highly vulnerable to resource exploitation. 

Capitalism and Marine Fishery Exploitation 

Humans have long been connected to the ocean’s metabolic processes 
by harvesting marine fish and vegetation. Harvesting methods and 
processes have varied depending on the structure of social production: 
Subsistence fishing is a practice woven throughout human history, 
beginning with the harvesting of shellfish along séashores‘ and shallow 
lakes, and progressing with the development of tools such as stone- 
tipped fishing spears, fishhooks, lines, and nets. This was originally 
based upon fishing for use of the fish. What was caught was used to 
feed families and communities. Through the process of fishing, human 
labor has. been intimately linked to ocean processes, gaining an 
understanding of fish migrations, tides, and ocean currents. The size of 
a human population in a particular region influenced the extent. of 
exploitation. But the introduction of commodity markets and private 
ownership under the capitalist system of production altered the 
relationship of fishing labor to the resources of the seas. Specific species 
had an exchange value. As a result, certain fish were seen as being more 
valuable. This led to fishing practices that focused on catching as many 
of a particular fish, such as cod, as possible. Non-commercially viable 
species harvested indiscriminately alongside the target species were 
discarded as waste. 

As capitalism developed and spread, intensive extraction by industrial 
capture fisheries became the norm. Increased demands were placed on 
the oceans and overfishing resulted in the severe depletion of wild fish 
stocks. In Empty Ocean, Richard Ellis states, “Throughout the world’s 
oceans, food fishes once believed to be immeasurable in number are now 
recognized as greatly depleted and in some cases almost extinct. A 
million vessels now fish the world’s oceans, twice as many as there were 
twenty-five years ago. Are there twice as many fish as before? Hardly.” 
How did this situation develop?” 

The beginning of capitalist industrialization marked the most 
noticeable and significant changes in fisheries practices. Mechanization, 
automation, and mass production/consumption characterized an era of 
increased fixed capital investments. Profit-driven investment in efficient 
production led to fishing technologies that for the first time made the 
exhaustion of deep-sea fish stocks a real possibility. Such transformations 
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can be seen in how groundfishing, the capture of fish that swim in close 
proximity to the ocean’s bottom, changed through the years. 

Industrialization began to influence the groundfishery around the early 
1900s, as technological developments were employed to further the 
accumulation of capital. The introduction of steam-powered ‘trawlers 
from England in 1906 heralded a significant change in how groundfish 
were caught and rapidly replaced the sail-powered schooner fleets. Prior 
to steam trawling, groundfish were caught on schooners with baited 
lines during long journeys at sea. Due to lack of refrigeration and 
freezing, most of the cod catch was salted. 

The competitive markets organized under capitalist production 
welcomed the increased efficiency of steam-powered vessels, without a 
critical assessment of the consequences of increased harvest levels. More 
captured fish meant more profit. The switch to trawling was complete by 
1920, and the consequences of the second industrial revolution organized 
under capitalist forces would soon change the human-nature relationship 
to the ocean, extending the reach of capital. 

The expanded geographic range and speed of fishing fleets allowed 
for increased productivity of catch as well as increased diversity of 
captured species that were deemed “valuable” on the market. 
Technological developments and improved transportation routes allowed 
the fishing industry to grow, increasing its scale of operations. Cold ` 
storage ensured that fish would be fresh, reducing spoilage and loss of 
capital. In Cod: A Biography of the Fish that Changed the World, Mark 
Kurlansky explains, “Freezing [cod] also changed the relationship of 
seafood companies to fishing ports. Frozen fish could be bought 
anywhere—wherever the fish was cheapest and most plentiful. With 
expanding markets, local fleets could not keep up with the needs of the 
companies.” Advances in the transportation infrastructure allowed people | 
in the Midwest to consume the increased harvests of cod and haddock, 
leading to a-significant expansion in the market. Major marketing 
campaigns promoted the consumption of fish to increase sales. Together 
these factors enhanced the accumulation of capital within the fishing 
industry, and companies invested some of this capital back into their 
fleets. 

By 1930 there were clear signals that the groundfishing fleet’s ability 
to capture massive quantities of fish had surpassed natural limits in 
fisheries. A Harvard University investigation reported that in 1930 the 
groundfishery landed 37 million haddock at Boston, with another 70-90 
million juvenile haddock discarded dead at sea. The sudden rise in 
fisheries harvest (creating a subsequent rise in consumer demand through 
marketing campaigns) resulted in stress in the groundfish populations, 
and landings plummeted. 

Competitive markets create incentives to expand production, 
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regardless of resource decline. Thus, in reaction to decreased stocks due 
to overfishing, groundfishing fleets moved farther offshore into waters 
off of the coast of Canada to increase the supply of valuable fish to new 
markets. The fleet’s ability to continue moving into unexploited waters 
obscured recognition of the severe resource depletion that was occurring. 
As a result, the process of overfishing particular ecosystems to supply a 
specific good for the market ex xpanded, subjecting more of the ocean to 
thé same system of degradation.” 

The distant water fleets were made possible by the advent of factory 
trawlers. Factory trawlers represent the pinnacle of capital investment 
and extractive intensification in the global fisheries. In Distant Water 
William Warner presents a portrayal of a factory trawler’s capacity: 


Try to imagine a mobile and completely self-contained timber _ 
cutting machine that could smash through the roughest trails of 
the forest, cut down trees, mill them, and deliver consumer-ready 
lumber in half the time of normal logging and milling operations. 
This: was exactly what factory trawlers did—this was exactly their 
effect on fish—in the forests of the deep. It could not long go 
unnoticed. 


Factory trawlers pull nylon nets a thousand feet long through the 
ocean, potentially capturing 400 tons of fish during a single netting. 
Industrial trawlers can process and freeze their catch as they travel.” 
Such technological development extended the systematic exploitation and 
scale of harvesting of fishes. 

The natural limits of fish populations combined with capital’s need to 
expand led to the development of immense trawlers that increased the 
productive capacity and efficiency of operations. These ships allowed- 
fishermen to seek out areas in the ocean where valuable fish were 
available, providing the means to capture massive quantities of fish in a 
Single trip. Overcoming the shortage of fishes in one area was 
accomplished by even more intensive harvesting with new ships and 
equipment, such as sonar, in other regions of the oceans. The pursuit of 
vast quantities of commercial fishes in different areas of the ocean 
expanded the depletion of other species, as they were exploited and 
discarded as bycatch. The swath of the seas subjected to the dictates of 
the market increased, whether a fish was sold as a commodity or thrown 
overboard as a waste product.” 

Competition for market share between companies and capital’s 
investment in advanced technology intensified fishery exploitation. 
Competing international companies sought nature’s diminishing bounty, 
causing further international conflict in the “race for fish.” President 
Truman responded to these disputes by attempting to expand U.S. 
corporate interests. He issued two proclamations expanding U.S. 
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authority beyond territorial waters trying to further territorial enclosure 
of its adjacent seas out to the limits of the continental shelf. Coastal 
states around the world struggled to transform the property rights of 
the open ocean to benefit their nations. In response to growing conflict, 
the United Nations convened the First United Nations Conference on the 


Law of the Sea in Geneva in 1958. Eventually, most nations voted to sign. 


the UN Law of the Sea article, “irrevocably transforming” international 
law and constituting “a fundamental revision of sometimes age-old 
institutions.” (The U.S. Senate, however, has still not ratified the Law 
of the Sea Convention.) In the end, the convention established a property 
regime according to the prescription of an exclusive economic zone 
(EEZ). The EEZ put regions of the high seas adjacent to coastal waters 
entirely within the management purview of the coastal state, up to two 
‘hundred miles from their shore. In this zone, states have exclusive rights 
to living and non-living resources for extraction and economic pursuits. 

The collapse of fisheries due to overexploitation coupled with the 
expanding seafood market forced companies to look elsewhere for “the 
most traded animal commodity on the planet.” African nations—such as 
Senegal, Mauritania, Angola, and Mozambique—confronting dire 
economic conditions sold fishing access to European and Asian nations 
and companies. In the case of Mauritania, selling fishing access provided 
over $140 million a year, which equaled a fifth of the government’s 
budget. Few countries can resist such bait, given the need for monetary 
resources. Industrialized trawlers descended into African waters, 
combing their seas for the treasured fish commodities. In the past three 
decades, Africa’s fish population in the ocean has decreased by 50 percent 
and thousands of fishermen have become unemployed.” The expansion of 
capitalist fishing practices continues to decimate fisheries and spread 
ecological degradation, as profits and food are funneled back to core 
nations. 

The Food and Agriculture Organization estimates that the world 
capture from fisheries increased from approximately 20 million tons in 
1950 to 84.2 million tons in 2005. A dominant narrative explains that 
human population growth is solely responsible for this increase in 
capture; however, recent research demonstrates that social structural 
factors such as economic growth are also propelling the depletion. Since 
around 1989 the world capture of marine fish has declined by 500,000 
tons per year amidst increasing fishing effort. There have been sharp 
declines in the populations of tuna, cod, and marlins. During the 1960s 
and ’70s, shelf fisheries in the Atlantic started to collapse as a result of 
overfishing. Operations moved to the deep sea. Deepwater fishing has 
seriously affected the populations of deep-sea fish, such as the roundnose 
grenadier, onion-eye grenadier, spiny eel, spinytail skate, and blue hake. 
The populations of these deep-sea fishes have plummeted by over 87 
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percent in seventeen years. It is expected that these fishes will be driven 
to the point of extinction—to the detriment of the ecosystems in which 
they live..Part of the vulnerability of these fishes is that they can live to 
around sixty years of age and do not sexually mature until their late teen 
years. 

Changes in the market can transform the demand for particular fish 
species. In the early 1900s, bluefin tuna was seen as being only suitable 
for use as pet food. But given their strength and size—weighing up “to 
three quarters of a ton and [having] a length of four meters”—they were 
deemed worthy-opponents to be hunted. In the later half of the twentieth 
century, bluefin tuna became “the most desirable food fish in the world” 
with the spread of sushi and sashimi restaurants. Given the machinations 
of capitalism, this has also caused them to become “the most endangered 
of all large fish species.” The bluefin tuna population continues to be 
decimated by overfishing, and the practice of capturing half-grown tuna 
at sea and placing them in floating pens—known as tuna ranches—where 
they are fed until they are ready for market has only worsened the 
situation. While this helps control the production process, it involves 
catching the fishes “before they are old enough to breed” and keeping 

“them penned up until they are killed.” As a result of this practice and 
overfishing, bluefin tuna are threatened with depletion." 

The geographic span of ocean exploitation has widened as capitalist 
operations of extraction continue. Even the Antarctic waters are 
increasingly under assault as the fishing industry gears up to plunder the 
krill population. Since the 1970s the numbers of krill have declined by 80 
percent, largely due to global warming. But fishing operations are adding 
to the depletion. These tiny crustaceans eat carbon-rich food near the 
surface of the water, thereby they help remove the greenhouse gas carbon 
dioxide. They have long been one of the primary sources of food for 
seals, whales, and penguins. Progressively they have been incorporated 
into the insatiable appetite of global capital. “Suction harvesting” 
swallows up huge-quantities that are processed, frozen, and stored on 
newly outfitted ships. From here, the krill are to be used as-feed for 
fish-farms (aquaculture) or transformed into omega-3 oil and other health 
supplements.” 

Fleets of ships burning fossil fuels to harvest from the open oceans 
have exacerbated the deterioration of marine ecosystems. The depletion 
of fish stock increases the distance that is necessary to travel in order to 
catch certain species of fish, such as tuna and swordfish. It also expands 
the regional scope of exploitation, the number of species captured as 
bycatch, and the scale of depletion. In 2000, 80 million tons of fish 
required the burning of 13 billion gallons of fuel and the release of 
approximately 134- million tons of carbon dioxide. This means that global 
fisheries used up to 12.5 times the amount of fuel energy that they 
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provided as edible-protein energy.”° 

During the 1970s and ’80s fishing ships became more automated, with 
the trend toward full automation becoming common. Today, navigational 
aids, such as geographic positioning systems (GPS), and weather 
prediction models enhance the ability of fishing fleets to catch the most 
amount of fishes in the shortest amount of time, with the least amount 
of human labor. The synthesis of technical development and transformed 
property rights under the competitive framework of global capitalism has 
resulted in the massive extraction of marine fish and an intensified 
social metabolism organized for the pursuit of profit. 


Ecological Degradation of Marine Ecoystems 


Species-Level Effects 

The intensified extraction of fish from already stressed oceanic 
ecosystems—fueled by capital accumulation and the free appropriation of 
nature—has resulted in significant consequences to the metabolic 
interactions between marine trophic levels. Marine scientists note that 
the removal of 100 million metric tons (which includes both capture and 
aquaculture) of fish from the world ocean will lead to long-term, large- 
scale disruptions in marine ecology. Of direct concern are “species level 
effects,” in particular the removal of target and non-target marine life. 
Continued harvest of fish species to population levels that are below the 
sustainable numbers required for reproduction will eventually lead to 
extinction. The orange roughy, for example, began to be commercially 
exploited ten years ago. This fish lives to be 150 years old and only 
begins to reproduce at age 25. By continually removing the oldest fish 
first, the industry has depleted the population of reproducing adults. 
(Harvesting this fish generally results in the destruction of coral forests.) 
The ‘orange roughy species is now threatened with extinction. As 
mentioned earlier, the depletion of fish stock for commercial, fishing in 
coastal waters led to the capture of fishes in the deep sea—such as 
roundnose grenadier, onion-eye grenadier; spiny eel, spinytail skate, and 


blue hake—subjecting them to the dictates of the market, driving them. 


to the point of extinction.” 

Industrialized capitalist fishing allows for vast quantities of target 
fish to be harvested at once. At the same time, it leads to an immense 
amount of non-target marine life—bycatch~being captured. Bycatch are 
commercially unviable species, thus they are seen as waste. The “trash 
fish”. are often ground up and thrown back into the ocean. Part of the 
bycatch includes juveniles of the target fish, which, if the mortality is 
increased among this population, undercuts the success of recovery. 
Obviously, the’ populations of the discarded species are negatively 
affected, by this practice, furthering the depletion of marine life. The 
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most wasteful operation is trawling for shrimp. The capture. and 
discarding of bycatch disrupts the habitats and trophic webs within 
ecosystems. The scale of the disruption is quite significant. It is 
estimated that an average of 27 million tons of fish are discarded each 
year in commercial fisheries around the world, and that the United 
States has a .28 ratio of bycatch discard to landings.” 

Species extinction is the direct impact of overfishing, which is in part 
driven by the pursuit of capital accumulation and is facilitated by the 
technological innovations that are employed for this particular purpose, 
in what has become known as a “race for fish.” Gapitalist practices are 
_ creating a loss of marine biodiversity and undermining the resiliency of 
marine ecosystems. Valiela states, “The magnitude of the fishing harvest 
and the examples of major alterations to marine food webs by predator 
removal suggest that effects of fishing are ecologically substantial at 
large spatial scales.” The “major alteration to marine food webs” due to 
overexploitation provides the clearest example of ecological degradation 
-in the metabolic processes of the ocean.” | 


. Fishing Down the Food Chain 

Equally disrupting, but less apparent than species effects, are the 
ecosystem effects caused by fishery exploitation, especially.“fishing down 
the food chain.”” As overfishing depletes the most commercially viable 
top predators (i.e., snapper, tuna, cod, and swordfish), competition 
drives commercial fishers to begin harvesting species of lower trophic 
levels. The downward shift is global, according to the model analysis of 
UN statistics describing worldwide catches of fish over a forty-year time 
span. If this quest is pursued to its logical end, scientists warn it will 
lead to the wholesale collapse of marine. ecosystems. Fishing down the 
food chain erodes the base of marine ‘biodiversity and undermines the 
biophysical cornerstone of ocean fisheries. The recent discoveries of 
marine trophic interactions suggest that the lower trophic levels of 
marine food webs provide an integral and complex foundation— 
disrupting this base undermines the metabolic cycle of energy flows 
within marine ecosystems. 

Overfishing of lower trophic levels has shortened the food chain and 
sometimes has removed one or more of the “links,” increasing the 
system’s vulnerability to natural and human induced stresses. For 
example, in the North Sea the cod population has been so depleted that 
fishermen are now harvesting a lower trophic species called pout, which 
the cod used to eat. The pout eat krill and copepods. Krill also eat 
copepods. As the pout are commercially harvested, the krill population 
expands and the copepod population declines drastically. (In other areas 
of the ocean, krill are captured and used as an animal-feed additive, 
hindering the recovery of the whales that depend upon them for food.) 
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Because copepods are the main food ai young cod, the cod population 
cannot recover from initial fisheries exploitation.” 

Fishing down the food chain illustrates how capture fisheries 
organized under competitive market conditions and the drive to 
accumulate capital are dismantling the marine ecological system that has 
been developing for millions of years. In addition, fishing for lower 


trophic level species deceptively masks marine fish extraction, as millions ` 


of tons of fish are harvested each year from the oceans. People continue 
to be provided with seafood on their menus, never realizing the full 
impact of overfishing the top predators. Fishing down the food chain, 
due to overfishing in the higher tropic levels, depletes the food resources 
on which predatory fishes depend. As noted earlier; marine predatory 
species are extremely vulnerable to losses of prey. l 


Collapse of Coastal Marine Ecosystems 

The previous examples demonstrate how species extinction decreases 
the resiliency of trophic level interactions. Even more problematic, 
however, is the widespread collapse of entire ecosystems resulting from 
overfishing. Historical data suggests that species and population declines 
due to overfishing are direct preconditions for the collapse of entire 
coastal ecosystems. The collapse of whole-scale ecosystems not only 
threatens the ecological resiliency of the marine environment, but also 
disrupts the human populations that rely on the coastal ecosystem for 
subsistence or livelihoods. “Overfishing and ecological extinction predate 
and precondition modern ecological investigations and the collapse of 
marine ecosystems in recent times, raising the possibility that many 
more marine ecosystems may be vulnerable to collapse in the near 
future.” 

Kelp forests, coral reefs, seagrass beds, and estuaries are examples of 
' coastal ecosystems that have collapsed in parts of the world due to 
overfishing and other forms of environmenta] degradation. These 
ecosystems provide complex habitats for a multitude of species and 
often are the foundation of many local fishing communities. For example, 
the kelp forests of the Gulf of Maine experienced severe deforestation 
and widespread reductions in the number of trophic levels due to the 
population explosion of sea urchins, the primary herbivores that eat kelp. 
The following account details such a sequence of events: 


Atlantic cod and other large ground fish are voracious predators of 
sea urchins. These fishes kept sea urchin populations small enough 
to allow persistence of kelp forests despite intensive aboriginal 
and early European hook-and-line fishing for at least 5000 years. 
New mechanized fishing technology in the 1920s set off a rapid 
decline in numbers and body size of coastal cod in the Gulf of 
Maine....Kelp forests disappeared with the rise in sea urchins due 
to removal of predatory fish.” 
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In other words, industrial fishing operations intensified the 
exploitation of marine ecosystems, transforming natura] conditions. 

A number of human activities are leading to the collapse of coral 
reefs. Overfishing is one of the causes. Deforestation is another. Clearing 
forests leads to muddy rivers filled with sediment, which moves 
downstream and smothers coral reefs. But the main force driving massive 
destruction of coral reefs is global warming. The: increase of carbon 
dioxide in the atmosphere contributes to a warming and increase in the. 
acidity of ocean water. As a result, multicolored, healthy coral reefs 
filled with a rich abundance of biodiversity are being bleached and turned 
into gray-white. skeletons. Without radical changes to the social 
metabolic order, the death of the world’s coral ‘reefs could take place 
within a few decades. When coral reefs die, the fauna dependent upon 
them also die.” Natural conditions, everywhere, are being transformed 
by the social metabolic order of capitalism. A general progression of 
environmental degradation accompanies this system of growth, creating 
ecological crises in the conditions of life. | 

The most recent changes to coastal ecosystems caused by overfishing 
involve microbial population explosions. The microbial loop has been 
found to be more sophisticated and complex than ever expected. 
Population explosions of microbes are responsible for increasing 
eutrophication, diseases of marine species, toxic ‘bloom, and even 
diseases such as cholera that affect human health.° Chesapeake Bay is 
now a bacterially dominated ecosystem with a trophic structure 
unrecognizable from that of a century ago. This rapid and drastic change 
in ecosystem composition is due to the overfishing of suspension feeders 
that filtered microbes out of the water column. Bacterial domination of 
Chesapeake Bay and the deforestation of kelp beds in the Gulf of Maine 
serve as two examples of how depletion of top predators leads to the 
collapse of entire ecosystems. 

The immense problems associated with the overharvest of industrial 
capture fisheries has led some optimistically to offer aquaculture as an 
ecological solution. However, capitalist aquaculture fails to reverse the 
process of ecologica] degradation. Rather, it continues to sever the social 
and ecological relations between humans and the ocean. ‘ 


Aquaculture: The Blue Revolution? 


The massive decline in fish stocks has led capitalist development to 
turn to a new way of increasing profits—intensified production of fishes. 
Capitalist aquaculture represents not only a quantitative change in the 
intensification and concentration of production; it also places organisms’ 
life cycles under the complete contro] of private for-profit ownership.” 
This new industry, it is claimed, is “the fastest-growing form of 
agriculture in the world.” It boasts of having ownership from “egg to 
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plate” and substantially alters the ecological and human dimensions of a 
fishery.” 

Aquaculture (sometimes also referred ‘to as aquabusiness) involves 
subjecting nature to the logic of capital. Capital attempts to overcome 
natural and social barriers through its constant innovations. In- this, 
enterprises. attempt to commodify, invest in, and develop new elements 
of nature that previously. existed outside. the- political-economic 
competitive sphere: As Edward Carr wrote in the Economist, the sea “is 
a resource that must be preserved and harvested....To enhance its ‘uses, 
the water:must become ever more like the land, with owners, laws. and 
limits. Fishermen must behave more like ranchers than hunters.” As 
wotldwidé commercial fish stocks decline due’to overharvest and other 
anthropogenic causes, aquaculture is witnessing a rapid expansion in the 
global economy. Aquaculture’s contribution to global supplies of fish 
increased from 3.9 percent of total worldwide production by weight in 


1970 to 27:3 percent in 2000. In 2004, aquaculture and capture fisheries | 
produced | 106 million tons of fish and “aquaculture accounted for: 43 


percent.” According to Food and Agriculture Organization statistics, 
aquaculture is growing more rapidly than all other animal food producing 
sectors. l 

Hailed as the “Blue Revolution,” aquaculture is frequently compared 
to agriculture’s Green Revolution as a way to achiéve food security and 
economic growth among the poor and.in the third world. The cultivation 
of farmed salmon as a high-value, carnivorous species destined for 
market in core nations has emerged as one of the more lucrative (and 


controversial) endeavors in aquaculture production.” ‘Much like the Green 


Revolution, the Blue Revolution may produce temporary increases in 
yields, but it does not usher in a solution to food security (or 
environmental problems). Food. security is tied to issues of distribution. 
Given that the Blue Revolution is driven by the pursuit of profit, the 
desire for monetary gain trumps the distribution of food to those in 
need. 

Industrial aquaculture intensifies fish production by canslonning the 
natural life histories of wild fish stocks into a combined animal feedlot. 
Like monoculture agriculture, aquaculture furthers the capitalistic 
division of nature, only its realm of operation is the marine world. In 
order to maximize return on investment, aquaculture must raise 
thousands of fish in a confined net-pen. Fish are separated from the 
natural environment and the various relations of exchange found in a 
food web and ecosystem. The fish’s reproductive life cycle is altered so 
that it can be. propagated and raised until the optimum time for 

mechanical harvest.. 
' Aquaculture interrupts the most fundamental metabolic process—the 
ability of an organism to obtain. its required nutrient uptake. Because the 


(98 ANALYTICAL MONTHLY REVIEW / JULY-AUGUST 2008 


“Ne 


THE OCEANIC CRISIS ` 


most profitable farmed fish, are carnivorous, such as Atlantic salmon, 
they depend on’a diet that is high in fishmeal and fish oil. For example, 
raising Atlantic salmon, requires four pounds of fishmeal to produce 
every one pound of salmon. Consequently, aquaculture production 
depends heavily on fishmeal imported from South America to feed the 
farmed carnivorous species. 

The inherent contradiction’ in extracting fishmeal is that industries 
must increase their exploitation of marine fish in order to feed the farm- 
raised fish—thereby increasing the pressure on wild stocks to an even 
- larget extent. Such operations also increase the amount of bycatch. Three 
of the world’s five largest fisheries are now exclusively harvesting pelagic 
fish for fishméal, and these fishéries account’ for a quarter of the total 
global catch. Rather than’ diminishing the demands placed on marine 
ecosystems, capitalist aquaculture actually increases them, accelerating 
the fishing down the food chain process. The environmental degradation 
of populations of mariné” species, ecosystems, and tropic levels 
- continues.” 

` Capitalist aquaculture—which is really aquabusiness—represents a 
parallel example of capital following the patterns of agribusiness. Similar 
to combined animal feedlots, farmed fish are penned up in high-density 
cages making them súsceptible to disease. Thus, like in the production 
of beef, pork, and chicken, farmed fish are’ fed fishmeal that contains 
antibiotics, increasing concerns about antibiotic exposure in society. In 
“Silent Spring of the Sea,” Don Staniford explains, “The use of antibiotics. 
in salmon farming has been prevalent right from the beginning, and their 
use in aquaculture globally has grown to such an extent that resistance 
is now threatening human health as well as other -marine species.” 
Aquaculturists use a variety of chemicals to kill parasites, such as sea 
lice, and diseases that spread quickly throughout the pens. The dangers 
and toxicities of these pesticides in the marine environment are 
magnified because of the long food chain.” 

Once subsumed into the capitalist process, life cycles of animals are 
increasingly geared to economic cycles of exchange by decreasing the 
amount of time required for growth. Aquabusiness conforms to these. 
pressures, as researchers are attempting to shorten, the growth time 
required for fish to reach market size. Recombinant bovine growth 
hormone (rBGH) has been added to some fish feeds to stimulate growth 
in fishes in aquaculture farms in Hawaii. Experiments with fish 
transgenics—the transfer of DNA from one species to another—are being 
done to increase the rate of weight gain, causing altered fish to grow 
from 60 percent to 600 percent larger than wild stocks. These growth 
mechanisms illustrate capitalist aquaculture’s drive to transform nature 
to facilitate the generation of profit. 

In addition, aquaculture alters waste assimilation. The introduction of 
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net-pens leads to a break in the natural assimilation of waste in the 
marine environment. The pens convert coastal ecosystems, such as bays, 
inlets, and fjords, into aquaculture ponds, destroying nursery areas that 
support ocean fisheries. For instance, salmon net-pens allow fish feces 
and uneaten feed to flow directly into coastal waters, resulting in 
substantial discharges of nutrients. The excess nutrients are toxic to the 
marine communities that occupy the ocean floor beneath the net-pens, 
causing massive die offs of entire benthic populations.*) Other waste 
products are concentrated around net-pens as well, such as diseases and 
parasites introduced by the caged salmon to the surrounding marine 
organisms. 

The Blue Revolution is not ‘an environmental solution to declining fish 
stocks. In fact, it is an intensification of the social metabolic order that 
creates ruptures in marine ecosystems. “The coastal and marine support 
areas needed for resource inputs and waste assimilation fis].-.50,000 
times the cultivation area for intensive salmon cage farming.”*~ This form 
of aquaculture places even more demands upon ecosystems, undermining 
their resiliency. Although aquabusiness is efficient at turning fish into a 
commodity for markets given the extensive control that is executed over 
the productive conditions, it is even more energy inefficient than 
fisheries, demanding more fuel energy investment than the energy 
produced.** Confronted by declines in fish stock, capital is attempting to 
shift production to aquaculture. However, this intense form of production 
for profit continues to exhaust the oceans and produce a concentration of 
waste that causes further problems for ecosystems, undermining their 
ability to regenerate at all levels. 


Turning the Ocean into a Watery Grave 


The world is at a crossroads in regard to the ecological crisis. 
Ecological degradation under global capitalism extends to the entire 
biosphere. Oceans that were teeming with abundance are being decimated 
by the continual intrusion of exploitive economic operations. At the same 
time that scientists are documenting the complexity and interdependency 
of marine species, we are witnessing an oceanic crisis as natural 
conditions, ecological processes, and nutrient cycles are being 
undermined through overfishing and transformed due to global warming. 
The expansion of the accumulation system, along with technological 
advances in fishing, have intensified the exploitation of the world ocean; 
facilitated the enormous capture of fishes (both target and bycatch); 
extended the spatial reach of fishing operations; broadened the species 
deemed valuable on the market; and disrupted metabolic and 
reproductive processes of the ocean. The quick-fix solution of aquaculture 


enhances capital’s control over production without resolving ecological 
contradictions. 
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‘It is wise to recognize, as Paul’ Burkett has stated, that “short of 
human extinction, there is no sense in which capitalism can be relied 
upon to permanently ‘break down’ under the weight of its depletion and 
degradation of natural wealth.” Capital is driven by the competition for 
the accumulation of wealth, and short-term profits provide the 
immediate pulse of capitalism. It cannot operate under conditions that 
require reinvestment in the reproduction of nature, which’ may entail 
time scales of a hundred or more years. Such requirements stand opposed 
to the immediate interests of profit. 

The qualitative relation between humans and nature is subsumed 
under the drive to accumulate capital on an ever-larger scale. Marx 
lamented that to capital, “Time is everything, man is nothing; he is at 
the most, time’s carcase. Quality no longer matters. Quantity alone 
decides everything.”® Productive relations are concerned with production 
time, labor costs, and the circulation of capital—not the diminishing 
conditions of existence. Capital subjects natural cycles and processes (via 
controlled feeding and. the use of growth hormones) to its economic 
cycle. The maintenance of natural conditions is not a concern. The bounty 
of nature is taken for granted and appropriated as a free gift. 

As a result, the system is inherently caught in a fundamental crisis 
arising from the transformation and destruction of nature. Istvan 
Mészáros elaborates this point, stating: 


For today it is impossible to think of anything at all concerning 
the elementary conditions of social metabolic reproduction which 
is not lethally threatened by the way in which capital relates to 
them—the only way in which it can. This is true not only of 
humanity’s energy requirements, or of the management of the 
planet’s mineral resources and chemical potentials, but of every 
facet of the global agriculture, including the devastation caused by 
large scale de-forestation, and even the most irresponsible way of 
dealing with the element without which no human being can 
survive: water itself....In the absence of miraculous solutions, 
capital’s arbitrarily  self-asserting attitude to the objective 
determinations of causality and time in the end inevitably brings a 
bitter harvest, at the expense of humanity [and nature itself].* 


An analysis of the oceanic crisis confirms the destructive qualities of 
private for-profit operations. Dire conditions are being generated as the 
resiliency of marine ecosystems in general is being undermined. 

To make matters worse, sewage from feedlots and fertilizer runoff 
from farms are transported by rivers to gulfs and bays, overloading 
marine ecosystems with excess nutrients, which contribute to an 
expansion of algal production. This leads to oxygen-poor water and the 
formation of hypoxic zones—otherwise known as “dead zones” because 


ANALYTICAL MONTHLY REVIEW / JULY-AUGUST 2008 101, 


CLARK & CLAUSEN 


crabs and fishes suffocate within these areas. It also compromises natural 
processes that remove nutrients from the waterways. Around 150 dead 
zones have been identified around the world. A dead zone is the end 
result of unsustainable practices of food production on land. At the same 
time, it contributes to the loss of marine life in the seas, furthering the 
ecological Crisis of the world ocean. 

Coupled with industrialized capitalist fisheries ‘and aquaculture, the » 
oceans are experiencing ecological degradation and constant pressures of 
extraction that are severely depleting the populations of fishes and other 
marine life. The severity of the situation is that if. current practices and 
rates of fish capture continue marine ecosystems and fisheries around the 
_ world could collapse by the year 2050.* To advert turning the seas into 
a watery grave, what is needed is nothing less than a worldwide 
revolution in our relation to nature, and thus of global society itself. 
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Framing India’ S phia Crises 


The Politics of the Modern Large Dam 
ROHAN D'SOUZA %7 


For several decades following 1947, the modern. large .dam in india 
presented itself as a political conundrum, often voiced in strange, 
contradictory tones. In an oft-quoted speech in July 1954. Jawaharlal 
Nehru, India’s first prime minister (1947-64), likened the large dam: to a 
“modern temple.” Later, in a less remembered speech before a gathering | 
of engineers and technocrats in 1958, Nehru, as.if in ‘contrition, 
bemoaned the quest for big dams as a “disease of gigantism.”! 

Nehrw’s contradictory views were, perhaps, understandable for the 
times. The post-Second World War denouement was unprecedented in 
several ways. It was a period that left unquestioned the idea of progress, 
insisted upon the supreme belief in development, inculcated faith in 
modern technology, and.advocated an unwavering confidence in positivist 
science. How else could one explain the unexpected surprise that greeted 
civil engineer Dr, K. L. Rao (later minister of irrigation and power, 
1963-73) when scouting around for a dam site for the Nagarjunasagar 
project in the early 1950s in Andhra Pradesh (in south India)? He was 
troubled by the fact that a police escort was required since the survey 
zone was then experiencing a communist-led guerilla insurgency, primarily 
against landlordism. However, as events unfolded, Dr. Rao. noted in his 
autobiography: 


Later, I got a letter: from the leader of the Communist Party who 
was underground, that there was no necessity for me to have a 
police escort and ‘that they would-not have harmed me and’ the 
other engineers unless we were engaged in building roads to their 
hide-outs.- Engineers dealing with dams ‘and irrigation projects 
were most welcome. This was similar to what the Communists 
told Dr. Savage when he went to the river Yangtze in China to see 

a storage dam site. The Communists sent word to him that he . 
could freely move about without escort as they would not harm 
engineers engaged in the development of rivers.’ 


- 
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Clearly, the large dam appeared:-class neutral, if not beyond politics. 
Such was its apolitical allure that Henry C. Hart, a U.S. academic and 
{ commentator on India, declared with much gusto in a book published in 
the Jate 1950s that the large dam: with ‘its “multipurpose reservoir had 
“correctly come to symbolize the engineering of the era of nation- 
building.” Put differently, the “development of rivers” seemed to have 
charged decolonizing nations with a new technological mission: the giant 
quest to transform fluvial powers into national assets —hydro- electricity, 
navigation, irrigation, and flood control. 

Turning dammed rivers into synonyms for nation. building, however, 
did not. spring unadulterated from the breasts: of technology enthusiasts. 
Rather, the enthusiasm for the modern large dam had been derived from 
many of the troubled forces that had overwhelmed capitalism in the early 
decades of the twentieth century—the Great Depression in the United 
States, the crisis of capitalist overproduction, and the brutal failings of 

the free market. It. was in the vortex of near desperate interventions to 
save capitalism through the. New Deal, Keynesian-style economic pump 
priming, and the crafting of capitalist planning that the comprehensive 
control of the Tennessee River through a series of multipurpose large 
dams was assembled. Under the aegis of the Tennessee Valley Authority 
(TVA), dams placed across the Tennessee River were expected to 
‘transform the region into an economically dynamic and modern 
productive landscape. The TVA model was soon to mark a profound 
hydraulic departure by kick-starting the eee World War global 
obsession for large dams,” 

With a formidable. collection of technocrats, ‘water bureaucrats, 
engineers, sundry social experts, and several charismatic chairmen, the 
TVA enthusiasts not only set about attempting total river control but 
also simultaneously obscured the large dam’s political roots. In other 
words, the large dam under the rubric of multipurpose river valley 

k development was declared a technology exorcised of politics: a pure 
expert-driven, techno-economic artifact intended to dominate nature for 
the freedom of man, to pursue national triumph by disciplining rivers, 
and to’ create abundance through controlled flows. 

In many ways, India’s colonial legacy reinforced the pursuit of 
hydraulic capitalism through the large dam. Historically, technologies for 
hydraulic manipulation in the Indian subcontinent have moved through 
three distinct, though overlapping, phases. From the earliest times, 
tanks, inundation canals, temporary structures to trap drainage, wells, 
and waterwheels made up the ensemble of water harvesting structures. 

f These techniques were essentially directed toward either impounding 
precipitation, tapping river inundations, or retrieving groundwater 
recharge.’ At the risk of oversimplification, one could perhaps conclude 
that the underlying hydraulic principle was to adapt the water harvesting 
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‘structure and design to microclimates, topography, and fluvial process. 

_ In the early nineteenth century, however, British colonialism initiated 
a radical break in both technique and hydraulic principle by introducing 
perennial canal irrigation in several parts of the South Asian 
subcontinent. For the first time, permanent headworks in the form of 
barrages and weirs were thrown across riverbeds, and their waters were 
diverted through intricate and extensive canal systems. These barrages 
and weirs were equipped with a series of shutters to regulate flows by 
impounding water during lean seasons and diverting it into canals; and, 
on: the reverse, the shutters could be flipped open to release waters 
during the river’s peak discharge. In effect, by flattening the river’s 
variable flow regime at certain points along its course, irrigation was 
transformed from a seasonal to a perennial possibility. This phase, often 
referred to as the advent of the era of modern irrigation, witnessed the 
construction of several large canal irrigation schemes with permanent 
headworks such as the Ganges Canal (1854), the Godavery system (1852), 
and the Krishna system (1855). These big-engineering efforts, in several 
ways, had profound transformative impacts. The civil engineer and the 
bureaucratic control of water, in particular, soon caused the expropriation 
of the skills of the local irrigator and unsettled the “fluvial wisdom” of 
the community.” , 

' Changes in irrigation technologies were also followed by dramatic 
alterations to entire hydraulic environments. The case in point being that 
of the eastern deltas (contemporary Bengal, Bihar, and Orissa), which 
were transformed from being flood dependent agrarian regimes into flood 
vulnerable landscapes.’ In the quest for comprehensive flood control, the 
colonial dispensation undertook the systematic construction of flood 
control embankments to hem in rivers within their main channels. 
Though driven chiefly by- the need to secure private property in land, 
these flood contro] measures soon disrupted natural flow regimes and 
ended up aggravating flood lines and thereby opening up the deltas to 
enhanced flood vulnerability. In addition, they also constructed a network 
of roads, railway lines, and bridges, which by running in the east-west 
direction’ ended up interrupting natural drainage lines that mostly 
dropped from north to south. These structures, in time, not 
unexpectedly, began to unsettle a complex and fragile arrangement for 
drainage. By the beginning of the twentieth century, natural drainage 
arrangements survived only in pockets, as vast parts of eastern India 
were transformed into a “succession of water logged morasses” in which 
“dismal swamps breeding malaria” debilitated the population and the 
fertility of the soil. 

Colonial hydraulic interventions, as it is now widely recognized, 
oversaw the dismantling and destruction of several unique water 
traditions in India. This, of course, is not to argue that all “traditional” 
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water practices were ideal, enduring, and environmentally sound. Rather, 
the emphasis here is to point out that the contemporary model for 
harnessing water in India amplifies its colonial legacy by continuing to 
expropriate or eliminate traditional water management skills and 
technologies. And having thereby relentlessly extinguished other ways, 
techniques, arrangements, traditions, and cultures for managing and — 
conserving water in India, the large dam is always pursued as the TINA 

(there is no alternative) option. 

Today, globally, according to a recent count, over 45,000 large dams 
currently sit astride innumerable river valleys, gorges, ‘and “sun-shot” 
sites.° Formerly wild cascading flows are now put to work—running 
turbines, marching as orderly cusecs in irrigation canals, providing the 
measured electric hum for industrial machines, and winding their way 
diligently through drinking water pipes or simply contained as silent 
volumes in immense reservoirs. The river has been put on tap. 

Yet, a dammed river—as I will argue below—profoundly plays out the 
irreconcilable tensions and intense contradictions between capitalism and 
nature. Modern large dams, given the experiences in the last sixty years 
in particular, have been deeply implicated in various processes integral to 
capitalism such as enclosure, the transferring of hydraulic endowments 
to powerful constituencies, the intensification of industrial agriculture, 
the shifting of ecological costs onto marginal communities, and the 
expropriation and elimination of indigenous water management 
traditions. 


The New Enclosures: When Dams Ate People 


In India, disquiet regarding large dams was first expressed over the 
issue of displacement." The multipurpose reservoir, requiring the creation 
of an artificial lake, drowns vast swathes of existing forests and 
habitations. Thus, entire villages and settled communities, which fell 
within the bed of the dam’s reservoir, were forcibly evacuated from their 
lands and homes. By the 1980s, the number of oustees or dam-displaced 
persons had reached such alarming proportions that the much celebrated 
Second Citizens’ Report (1985) on the growing environmental crises was 
dedicated “to the dam-displaced people of India. a 

Dam-displacement victims were, in fact, doubly dispossessed. On the 
one hand, all their possible means of livelihood were comprehensively 
destroyed through submergence, while, on the other, they were 
systematically denied any meaningful resettlement or rehabilitation. 
Initially, under the pretence of compensation, the oustees were simply 
paid paltry cash settlements. In 1984, however, partly following the 
intense resistance that was building up against the infamous Sardar 
Sarovar Project over the Narmada River, the official policy on 
resettlement and rehabilitation was finally compelled to concede the 
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right for a land compensatory package. ae. 

_ Despite. . this. seemingly radical gain; the resettlement and 
rehabilitation strategy in India -continues to act as a new type of 
enclosure. Armed by the archaic colonial Land Acquisition Act of 1894, 
the government exercises eminent domain over all land, which can then ° 
be seized for anything that is deemed as a “public purpose” requirement. 
Through such.a legal framing, moreover,’ the dispossessed are also 
denied any right to either challenge or dispute the government’s 
definition of what constitutes a public purpose. With their livelihoods 
thus lost, the-oustees are then further compromised. ° 

The implementation of resettlement and rehabilitation programs have 
invariably tended to address compensation claims by breaking’ whole 
communities that previously existed as culturally’ dense intertwined 
arrangements into now oversimplified, family units. In effect, the deep 
associations that sustained and secured the viability of various kinds of 
social groupings (especially that of tribal or adivasis communities) are 
disoriented and rendered instead, by design, into collections of atomized 
individuals. In other words, the bureaucratic and formal categories 
deployed: to facilitate the economic calculations for resettlement and 
rehabilitation have led to the forced snapping: of deep historical ties, 
bonds, and cultural linkages that were critical to supe strategies and 
livelihood means; 

Finally, by -concentrating ‘all its efforts on estimate economic 
equivalences to land loss, the resettlement and rehabilitation ‘strategy 
has ended up ignoring and devaluing an entire range of other subsistence 
institutions and means such as commonly shared forests, grasslands, 
streams, tanks, fishing rights, and village commons—a web of natural 
endowments upon: which the landless, the miarginal,.. and the 
impoverished were heavily reliant. | 

Clearly, dam-displacement in terms of ba the legality of its direct 
seizure of means of livelihood and in the details of enforced atomization 
and increasing individual vulnerability amounts to a contemporary version 
of enclosure. One conservative estimate of the number of people displaced 
by large dams in India since 1947 is placed at 40 million; with possibly a 
mere tiny fraction of this huge number of oustees having managed 
anywhere near meaningful resettlement. Nevertheless, the astounding 
number of oustees has not in any way deterred large dam enthusiasts 
from pursuing the Polavaram project in south India, which is expected, 
by a very conservative count, to displace up to 230,000 people. Not 
surprisingly, the. vast majority of the displaced, once again, will be 
predominantly tribal or adivasis populations.” . 


Benefits and Costs as Political Arithmetic 
The large dam is always announced as. a’ techno-economic decision. 
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Typically, therefore, O is pursued: which, in the main; boils 
down to the search for an acceptable cost-benefit ratio for the project. 
Ideally, the. benefits are expected to outnumber the costs. However, the 
cost-benefit ratio is rarely, if ever, arrived at neatly. 'In great measure, 
much: of the confusion springs from the contested and potea nature of 
how values and prices are determined. l 

For India, Satyajit Singh helpfully summed up some of the’ eai 
questioning of the cost-benefit format. In an insightful review of several 
dam projects, he. pointed out that the cost-benefit ratio was invariably a 
manipulated. figure, in which the costs were made to move downwards 
while the benefits always tended to’ be’ overstated.* The cost-benefit 
‘ratio, mot unsurprisingly, has served as- the spark igniting many a 
resistance campaign against large dams in India. In the case of the 
controversial Sardar Sarovar Project, for example, Ranjit Dwivedi’s study 
records how different cost-benefit outcomes were politically: gave at 
rather than being based on objective criteria. 

The cost-benefit format, however, was flawed in other ways as eel 
An excellent. study by Radha D’Souza points out that the quantitative 
data were often conceptually suspect. In her study of the Krishna Water 
Disputes Tribunal, D'Souza shows how the attempts to “scientifically” 
quantify hydraulic data were troubled not only by the fact that there ‘was 
an absence of.reliable time-series measurements’ on flows in the Krishna 
River but, interestingly enough, there existed sharply differing spatio- 
temporal. scales in the reading of the river’s hydrological cycle: between a 
geomorphological scale (river runoff and dependable flow), on the one 
hand, and a limited engineering scale (stream flow), on the other. 
Inevitably the selection of the data sets by the Krishna Water Dispute . 
Tribunal, D’Souza argues, was determined on the basis of political ` 
pragmatism and opportunism rather than any pretension to scientific 
judgement.’ These studies convincingly suggest that the cost-benefit 
ratio has been made to operate as a type of “political arithmetic” in 
which the project was positioned as a neutral technological artifact while 
all along being directed toward realizing specific political outcomes. 

With the subjection of the cost-benefit format to critical scrutiny, 
therefore, a new definition of the large dam is called for. The large dam 
is seen as the technical means to realize political outcomes. The dam 
enables the transfer of a region’s hydraulic endowments to already 
empowered beneficiaries with the costs disproportionately borne by 
dispossessed oustees and marginal communities. a 

The hydraulic transfer is affected by the comprehensive T 
of the river’s ecology. That is, the river is put to work by being altered 
into irrigation cusecs, kilowatts for hydroelectricity, and dead storage 
for flood control. The consequences of this dramatic overhaul in the 
river’s character has been brilliantly discussed in a recent study by 
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Shripad Dharmadhikary.” In Unravelling Bhakra, Dharmadhikary provides 
one of the most original discussions on both the cost-benefit approach 
and the politics of the hydraulic transfer in India,:through a reassessment 
of the much celebrated Bhakra-Nangal Project. This project, made 
operational in 1963, comprises several dams, reservoirs, inter-basin 
transfer linkages, powerhouses, and a massive canal network intended to 
harness the waters of the Sutlej and Beas Rivers (tributaries to the grand 
Indus River system). 

For Dharmadhikary, the impacts of the Bhakra-Nangal Project cannot 
be eyaluated by a standard cost-benefit examination. The project points 
to win-lose rather than, as widely claimed, win-win outcomes. For 
instance, from the very beginning, the water availability for the Bhakra- 
Nangal Project to irrigate 2.37 million hectares was made possible by 
cutting off a near equivalent amount of supplies for 2.21 million hectares 
in the Sutlej Valley Project lying in Pakistan.'® Perennial canal irrigation, 
furthermore, was intended to initiate India’s embrace of the Green 
Revolution agricultural strategy. The Green Revolution package was 
essentially aimed at providing a steroid effect in agriculture. Controlled 
and abundant irrigation became the means for stimulating a constellation 
of techniques and technologies that were intended to boost crop yields. 
This profoundly reworked ownership and land tenure patterns (through 
consolidation), introduced new input packages (chemical fertilizers, high 
yielding varieties, and mechanization), and encouraged crop 
monocultures. 

However, the gains from the increased yields, mostly in cereal 
production, have been clouded by environmental costs. Dharmadhikary 
notes that waterlogging, salinization, and the deleterious effects on the 
soil from intensive monocropping have plagued many parts of the canal 
irrigated tracts. Furthermore, the scissor effect of mounting input costs 
and the tapering off in yields has squeezed the profits of many farmers. 
Clearly, a simple cost-benefit approach is unable to capture long-term 
ecological and economic trends. 

‘And as for the hydraulic transfer effected by the Bakra-Nanga] dams, 
Dharmadhikary argues that the project actually ended up amplifying 
earlier British colonial land and water management initiatives in the 
region. Beginning in the nineteenth century, colonial policies led to the 
eradication of most cattle-rearing “wandering tribes”; the conversion of 
once forested tracts and grasslands into monocropped commercial wheat 
fields; the elimination of subsistence cultivator communities who 
depended on inundation irrigation; and the oppressive exploitation of 
settled agriculturalists through colonial revenue demands. That is, 
colonialism attempted to transform the once variegated social and 
ecological flood plains watered by the Indus system into an 
administratively simplified, settled agrarian tract.” 
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Historically, for the Indus region, it has been. calculated that before 
the great siphoning projects, associated with perennial canal irrigation 
initiated in the latter half of the nineteenth century, up to 150 million 
acre-feet of fresh water probably flowed into the delta along with the 
deposition of close to 400 million tons of nutrient rich fertilizing silt. 
The Indus Delta was then a sprawling interstitial zone between land and 
sea and made up of mangroves, inlets, creeks, and an inestimable 
number of ecological relationships between flora and fauna.2° But 
subsequent to the damming and diversion of the Indus and its tributaries 
for agriculture, power, and nation building, the amount of fresh water 
flowing into the Indus delta has been reduced to a lean 10 million acre- 
feet (less than 10 percent of historical flows). . 

The full effects of this massive siphoning off of fresh water from the 
delta has only now begun to be acknowledged. Besides debilitating 
livelihood possibilities for approximately 1.2 million people, who live in 
‘the delta and along the coasts, the fluvial impoverishment of the delta 
has resulted in tangible negative impacts on fish breeding, damage to 
marine food webs, destruction of unique salt water ecological habitats, 
and an inestimable loss in biodiversity.” 

Hydraulic transfers enabled by multipurpose reservoirs have, however, 
undergone a further twist in recent years in India.. Increasingly, large 
dams ‘or multipurpose river valley development projects are now 
redirecting river water for urban and industrial consumption. The 
brewing conflict over the apportionment of the waters of the Narmada 
River is one such clear instance. Originally intended to “benefit” 29 
million people across 8,215 villages and 135 towns in the drought-prone 
areas of Saurashtra, Kutch, north Gujarat, and Panchmahal, the Gujarat 
Water Infrastructure Limited has piped the much-awaited flows, instead, 
to the city of Gandhinagar and oversupplied it to industries in Kutch.” 
In the state of Orissa (in eastern India), in November 2007, some 30,000 
farmers gathered at the reservoir of the Hirakud Dam (Sambalpur 
district). Upon surrounding the reservoir they demanded that the 
government ensure that the waters be committed for irrigation rather 
than being directed toward industry. Despite the subsequent police action 
of arrests and beatings the farmers remained firm in their resolve. In 
fact, ten days after the protest, they reassembled to erect a sixteen-foot- 
long wall above an underground pipe that had been laid by Vedanta 
Aluminum to move water from the reservoir to its smelter. The wall has 
been named the Chasi Rekha (farmers’ demarcator) and has become a 
major rallying symbol for the farmers to assert their claims over the 
reservoir.” 

The level of strife and conflict caused by the hydraulic transfer has, in 
fact, reached alarming political proportions on the Indian subcontinent.” 
At the heart of this is the large dam, which is increasingly viewed as the 
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most extreme physical manifestation of the pursuit of supply-side 
hydrology. In short, since 1947, governments in India, building on a 
destructive colonial legacy and twentieth-century modernist ideology, 
have aggressively sought to ascertain and meet water demands through 
either big-engineering projects or intensive extraction technologies rather 
than concentrating on localized conservation efforts or on strengthening 
indigenous water knowledge traditions. Supply-side hydrology has meant 
that initiatives to ameliorate perceived shortages have been met either by 
the construction of dams and diversions or by encouraging groundwater 
mining through electric and diesel pumps.” Thus, water management in 
India is now dominantly controlled by centralized water bureaucracies, 
contractors, private engineering firms, institutions of global financial 
capital (such as the World Bank and Asian Development Bank), and 
powerful political lobbies. Put differently, these expert-led institutions 
and organizations, possessing immense financial and political powers, 
have systematically moved to either expropriate indigenous water 
techniques or caused the destruction of water management traditions. 


Conclusion 


The large dam in India is today less of a political conundrum. It is 
now widely accepted that it is part of a contested political, economic, 
and ecological terrain. As the above discussion indicates, large dams, 
though announced as neutral technological artifacts, have been deeply 
implicated in several processes integral to capitalist expansion, and in 
the manner in which it casts its imprint upon the natural world. Hence, 
dogging the very assembling and functioning of the multipurpose 
reservoir from the beginning have been the political effects of enclosure, 
hydraulic transfer, the expropriation and elimination of other water 
management skills and traditions, and inevitably the externalization of 
the costs onto the most marginal and impoverished communities. 

The modern large dam must also be understood as crucial to 
sustaining supply-side hydrology. In recent years, however, the pursuit of 
supply-side hydrology, the world over, has begun to flounder especially 
over the question of its environmental impacts. The triptych of strategies 
involving groundwater mining, perennial canal irrigation, and large dams, 
in other words, have proved to be unsustainable as a water management 
model. There is a growing realization that civil-engineering and 
bureaucratic framings of river systems, as merely moving masses of water 
crying out to be regulated and dammed, is flawed. 

In sharp contrast to such highly simplified views, ecologists have 
convincingly demonstrated that fluvial regimes are complex 
geomorphologic, chemical, and biological processes in motion. Rivers are 
made up of habitat mosaics that support a wide variety of aquatic and 
riparian species. And the beating heart that keeps alive the river’s 
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ecological health and viability is its natural-flow regime, which organizes 
and defines the river ecosystem itself. It is now understood that natural 
variable flows create and maintain particular dynamics between the 
channel, floodplain, wetland, and the estuary. While wetlands provide 
important nursery grounds for fish and export organic matter and 
organisms into the main channels, the scouring of floodplain soils by 
floods rejuvenates habitat for plant species within the basin. A large 
body of evidence now reveals that the natural-flow regime is inherently 
variable, and that this is critical to ecosystem function and native 
biodiversity. Not surprisingly, therefore, by alienating the:river from its 
natural-flow regime and pushing for extreme water extraction, supply- 
side hydrology has fatally collided with nature itself. i 

In India, despite the paucity of credible documentation, enough cause 
for alarm has already been sounded. In one recent study, for example, it 
has been determined that overexploitation of groundwater has led to the 
rapid depletion of water tables, saltwater encroachment,’ drying of 
aquifers; and groundwater pollution. It has been reported that in many 
parts of the-country, water tables are declining at the rate of 1-2 meters 
a year. 
Conversely, ‘in intensive canal irrigated tracts waterlogging problems 
have emerged. Water tables here are rising up to 1 meter a year, which 
leads to soil salinization. By the late 1980s, in fact, India’s share of 
salinized soils was close to 7 million hectares, which added up to 
roughly 17 percent of the total land that was then under .canal 
irrigation.” At the same time, the impacts of large dams in India has 
singularly suffered from the lack of any credible official examination. If 
anything, the purported successes or failures of the large dam in India - 
continue to remain a state secret, despite several independent studies 
and reports indicating that all is not well in their functioning.” l 

More than ever, the large dam and supply-side hydrology in India 
urgently awaits a political resolution. On one side are the contractors, 
private engineering firms, and centralized water bureaucracies, who, in 
recent years, as a last gasp effort, have been advocating for the inter- 
linking rivers project. This is essentially a business-as-usual model, in 
which thirty-seven rivers in India are sought to be connected through - 
thirty diversions or links and thirty-six major dams.” On the other-side 
of the fence are innumerable popular movements, potential victims of 
displacement, and a rising crescendo of voices that are now loudly 
arguing for the abandonment of the existing water paradigm.” Much 
depends on which way the tide turns in this round. 
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-` Blue Covenant 


The Alternative Water Future 
MAUDE BARLOW 


The three water crises—dwindling freshwater supplies, inequitable 
aecess to water, and the corporate control of water—pose the greatest 
threat of our time to the planet and to our survival. Together with 
impending climate change from fossil fuel emissions, the water crises 
impose some life-or-death decisions on us all. Unless we collectively 
change our behavior, we are heading toward a world of deepening conflict 
and potential wars over the dwindling supplies of freshwater—between 
nations, between rich and poor, between the public and the private 
interest, between rural and urban populations, and between the 
competing needs of the natural world and industrialized humans. 

Humanity still has a chance to head off conflict and war in relation to 
the global water crisis. We could start with a global covenant on water. 
The Blue Covenant should have three components: a water conservation 
covenant from people and their governments that recognizes the right of 
the earth and of other species to clean water, and pledges to protect and 
conserve the world’s water supplies; a water justice covenant between 
those in the Global North who have water and resources and those in 
the Global South who do not, to work in solidarity for water justice, 
water for all, and local control of water; and a water democracy covenant 
among all governments acknowledging that water is a fundamental human 
right for all. Therefore, governments are required not only to provide 
clean water to their citizens as a public service, but they must also 
recognize that citizens of other countries have the right to water as well 
and to find peaceful solutions to water disputes between states. 

A good example of this is the Good Water Makes Good Neighbors 
project of Friends of the Earth Middle East, which seeks to use shared 
water and the notion of water justice to negotiate a wider peace accord 
in the region. Another example is the successful restoration of the 
beautiful Lake Constance by Germany, Austria, Lichtenstein, and 
Switzerland, the four countries that share it. 





Maude Barlow is the head of the Council of Canadians and founder of the Blue 

, Planet Project. She was a recipient of Sweden’s Right Livelihood Award (the 
“Alternative Nobel”). She is the author (with Tony Clarke) of Blue Gold. This article 
is adapted with her permission from chapter 5 of her book, Blue Covenant: The 
Global Water Crisis and the Coming Battle for the Right to Water (New Press, 2007). 
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The Blue Covenant should also form the heart of a new covenant on 
the right to water to be adopted both in nation-state constitutions and 
in international law at the United Nations. To create the conditions for 
this covenant will require a concerted and collective international 
collaboration and will have to tackle all three water crises together with 
the following alternatives. 


Water Conservation 


The alternative to crisis one—dwindling freshwater supplies—is 
conservation. A great deal of work has been done to document the ways 
in which we can save the planet’s water systems. The knowledge and 
recommendations are there; what we lack is political will. The first and 
most important step is the restoration of watersheds and the protection 
of water sources. Slovakian scientist Michal Kravcik and his colleagues 
believe that our collective abuse of water is the most important factor in 
climate change and warn that with time, our current behavior will 
completely destroy the hydrologic cycle. They argue that the only 
solution is the massive restoration of watersheds. Bring water back into 
parched landscapes, they argue. Return water that has disappeared by 
retaining as much rainwater as possible within the country so that water 
can permeate the soil, replenish groundwater systems, and return to the 
atmosphere to regulate temperatures and renew the hydrologic cycle. All 
human, industrial, and agricultural activity must conform to this 
imperative, a project that could also employ millions and alleviate poverty 
in the Global South. Our cities must be ringed with green conservation 
zones and we must restore forests and wetlands—the lungs and kidneys 
of freshwater. | 

Three basic laws of nature must be addressed. First, it is necessary 
to create the conditions that allow rainwater to remain in local 
watersheds. This means restoring the natural spaces where rainwater can 
fall and where water can flow. Water retention can be carried out at all’ 
levels: roof gardens in family homes and office buildings; urban planning 
that allows rainwater to be captured and returned to the earth; water 
harvesting-in food production; and capturing daily water-discharge and 
returning it clean to the land, not to the rising oceans. 

Second, we cannot continue to mine groundwater supplies at a rate 
greater than natural recharge. If we do; there will not be enough water 
for the next generation. Extractions cannot exceed recharge just as a 
bank account cannot be drawn down without new deposits. Governments 
everywhere must undertake intensive research into their groundwater 
supplies and regulate groundwater takings before their underground 
reservoirs are gone. 

Third, of course, we must stop polluting our surface and groundwater 
sources and we must back up this intention with strict legislation. 
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Martin Luther King Jr. said, “It may be true that the law cannot change 
the heart but it can restrain the heartless.” Legislation should also 
include penalties for domestic corporations that pollute in foreign 
countries. Water abuse in oil and methane gas production must stop. 
Much has been written on the harm to water of industrial and chemical- 
based agriculture and flood irrigation. In their 2007 book, Who Owns | 
the Water?, editors Klaus Lanz, Christian Rentsch, Rene Schwarzenbach, 
and Lars Müller call for a Blue Revolution in agriculture, getting “more 
crop per drop” and a cessation of the mass use of chemicals to grow 
food. They point out that today, farmers around the world use six times 
more pesticides than they did fifty years ago. We must listen to the 
many voices sounding the alarm around the rush toward water-guzzling 
biofuel farming, a new and dangerous use of productive farmland, heavily 
subsidized by many governments. Sandra Postel and others point the 
way to more sustainable food production systems including the use of 
drip irrigation. 

The International Forum on Globalization has written extensively on 
the notion of “subsidiarity,” whereby nation-state policies and 
international trade rules could support local food production in order to 
protect the environment and promote local sustainable agriculture. Such 
policies would also discourage the virtual trade in water, and countries 
could ban or limit the mass movement of water by pipeline. Government 
investment in water and wastewater infrastructure would save huge 
volumes of water lost every day in old or nonexistent systems. Domestic 
laws could enforce water-harvesting practices at every level. 

Kraveik is no wide-eyed idealist: He knows that this nature-based 
solution challenges the deepest tenets of economic globalization and the 
growth imperative behind it. (The late American environmentalist Edward 
Abbey said that growth for the sake of growth is the ideology of the 
cancer cell.) Kravcik also knows that this plan would undermine the 
massive investment now going into technological solutions such as 
desalination, wastewater reuse, and nanotechnology. “The tragedy of our 
solution,” he writes, “is that it is not a magnificent and attractive 
technical-engineering business for big companies to invest in, but rather 
a community program aimed at meticulous care of thousands of people.” 
He calls on governments and international institutions to save the Blue 
Planet by means of “community sustainable development programs” that 
would be many times cheaper than the technology they are supporting 
and protect biodiversity and prevent natural disasters and wars. 

Many examples abound, from the New Mexican “Acequia” system that 
uses an ancient natural ditch irrigation tradition to distribute water in 
arid lands to Rajendra Singh’s water harvesting project in India. The 
International Rainwater Harvesting Alliance based in Geneva works 
globally to promote sustainable rainwater harvesting programs and 
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government and United Nations support for them. Kravcik says we have 
ten years to implement these reforms. Simply put, the water in the 


hydrologic cycle will provide for us forever if we care for it and allow 
the earth to renew it. 


Water Justice 


The alternative to crisis two—inequitable access to water—is water 
justice, not charity. Millions of people live in countries that cannot 
provide clean water (or health care or education) to their citizens as they 
are burdened by their debt to the World Bank and the International 
Monetary Fund. As a result, poor countries are forced to exploit both 
their people and their resources, like water, to pay their debt. Groups 
and networks such as Jubilee South, Make Poverty History, and 
ActionAid report that at least sixty-two countries need deep debt relief 
if the daily deaths of thousands of children are to end. As well, foreign 
aid in many northern countries falls far below the recommended 0.7 
percent of GDP. The United States, for instance, spends only 0.17 percent 
of its GDP on overseas aid, and under the Bush administration, 
conditions that aid on the promise of open markets for- U.S. 
corporations. i 

What many of these corporations are doing in the Global South is 
criminal, imposing a new form of colonial conquest dressed up as the 
one and only economic model available. In many countries, North 
American and European companies receive multiyear tax breaks and treat 
both the population and the local environment with contempt. As Dr. 
Dale Wen with the International Forum on Globalization explains, one 
cannot just condemn “China’s pollution problem” without condemning 
the foreign transnationals causing so much of the damage on Chinese 
soil. First world governments need to take control of their corporate 
nationals in foreign countries. Canadian mining companies, for instance, 
are known environmental abusers and should be held to account for their 
actions by the Canadian government. 

The water companies are among the worst and should be forced to 
leave poor countries. If the World Bank, the United Nations, and 
northern countries were serious about providing clean water for all, they 
would cancel or deeply cut the third world debt, substantively increase 
foreign aid, fund public services, tell their big bottling companies to 
stop draining poor countries dry, and invest in water reclamation 
programs to protect source water. They would also tell the water 
companies that they no longer have any say in which countries and 
communities receive water funding. Citizens of first world countries 
need to recognize and challenge the hypocrisy of their governments, 
many of whom would never permit foreign corporations to run and profit 
from their water supplies, but who continue to support the global 
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financial and trade institutions that commodify water in the third world. 
Many in the water justice movement work with fair trade groups to 
create a whole new set of rules for global trade based on sustainability, 
cooperation, environmental stewardship, and fair labor standards. They 
also promote a tax on financial speculation; even a modest tax could pay 
for every public hospital, school, and water utility in the Global South. 

Special mention must be made of two groups feeling the brunt of 
water inequity: women and indigenous people. The Women’s Environment 
and Development Organization (WEDO), an international advocacy 
organization that seeks to increase the power of women worldwide as 
policymakers, reminds us that women carry out 80 percent of water- 
related work throughout the world and therefore bear the brunt of water 
inequity. Water is a critical component of gender equality and women’s 
empowerment, along with environmental security and poverty 
eradication, asserts WEDO, The more policymaking about water is moved 
from local communities to a global level (the World Bank, for instance), 
the less power women have to determine who gets it and under what 
circumstances. As the primary collectors of water throughout the world, 
women must be recognized as major stakeholders in decision-making 
process. 

Indigenous people are particularly vulnerable to water theft and 
appropriation, and their proprietary rights to their land and water must 
be protected by governments. In a call to action on International Water 
Day 2007 called Honor the Water, Respect the Water, Be Thankful for the 
Water, Protect the Water, the Indigenous Environmental Network (IEN) 
points out that many of the resources being plundered by governments 
and corporations of the Global North lie on ancestral lands. The ensuing 
exploitation, privatization, and contamination upsets the balance of 
cultural resources and sacred sites, says IEN, which has issued a 
challenge to “raise the Indigenous voice in defense of Sacred Water.” 


Water Democracy 
The alternative to crisis three—the corporate control of water—is 


‘ public control. The creation of a worldwide water cartel is wrong 


ethically, environmentally, and socially and ensures that the decisions 
regarding the allocation of water are made based on commercial, not 
environmental or social, concerns. Private transnational corporations 
cannot maintain a competitive position in the water industry if they 
operate on the principles of water conservation, water justice, and water 
democracy. Only governments, with their mandate to work in the public 
good, can operate on these principles. Water corporations, be they 
utilities, bottled water companies, or the new water reuse industry, are 
dependent on increased consumption to generate profits and will never 
be able to seriously join the effort to protect and conserve source water. 
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Further, the control of water supplies by corporations, usually foreign, 
dramatically reduces the democratic oversight of the communities and 
countries in which they operate. Water must be understood to be part of 
the global commons but clearly subject to local, democratic, and public 
management. There are many alternatives to the corporate control of 
water and countless examples of where it is working. 

Public Services International (PSI) and the World Development 
Movement have done a great deal of work on alternatives to private 
control of water services and advocate public-public partnerships (PUPS). 
As David Hall and Emanuele Lobina explain in Water as a Public Service, 
water utilities have to have political power, public legitimacy, legal 
powers, financial resources, and a sustainable labor force. Established 
water operators in both the North and South have developed these 
capacities. But many in the South have not been able to do so yet. PUPS 
are a mechanism for providing capacity building for these countries, 
either through Water Operator Partnerships, whereby established public 
systems transfer expertise and skills to those in need, or through 
projects whereby public institutions such as public sector unions or 
public pension fund boards use their resources to support public water | 
services in developing countries. The objective is to provide local 
management and workers with the necessary skills to deliver water and 
provide wastewater services to the public. 

Examples of successful PUPS include partnerships heaven Stockholm 
and Helsinki water authorities and the former Soviet Union countries of 
Estonia, Latvia, and Lithuania and between Amsterdam Water and cities 
in Indonesia and Egypt. PSI asserts that, if each effectively functioning 
public water utility in the world were to “adopt” just three cities in 
need, PUPS could operate on a global basis, and provide water to all 
those in need at a fraction of the cost now encountered supporting the 
private companies. This would also become a concrete example of how 
cooperation over water could be a uniting force for humanity. 

In its March 2007 publication, Going Public: Southern Solutions to the 
Global Water Crisis, the World. Development Movement gives examples 
of four successful local public water systems in Porto Alegre, Brazil; 
Tamil Nadu, India; Phnom Penh, Cambodia; and Kampala, Uganda. It 
finds that where all are different and provide local solutions to local 
problems, all have in common a commitment to efficiency, accountability, 
transparency, and community participation. PSI has also written 
extensively on financing public water and recommends a combination of 
progressive central government taxation, micro-financing, and 
cooperatives to run the systems on a day-to- day basis. To finance capital 
investments, PSI recommends borrowing from public sector national and 
international sources to shield countries and investors from currency 
risks. Development banks should get back to the role they were created 
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for and invest in efficient, accountable, transparent, and democratic not- 
for-profit public systems. 

Corporate control of water in other areas must be confronted as well. 
That is not to say there is no role for the private sector in finding 
solutions to the global water crisis. But all private sector activity must 
come under strict public oversight and government accountability, and 
all would have to operate within a program whose goals are conservation 
and water justice. There would be a very different role for the private 
water reuse technology industry if the world were to adopt Michal 
Kravcik’s rainwater harvesting solution as well as strict-anti-pollution 
and source protection laws. The future would not include thousands of 
desalination plants ringing the world’s oceans or machines sucking 
rainwater out of the clouds. Nor would there be a reason, real or 
‘perceived, to drink bottled water. 

But governments cannot wait for these changes to implement strict 
controls over the water reuse technology industry and all government 
investment in this sector must clearly be geared toward the public good. 
Similarly, in countries or communities where bottled water is still the 
only safe water to drink, governments must control the bottling industry, 
insisting that it be sustainable, locally run, and publicly controlled, and 
the bottles themselves recyclable. The end goal, however, must be to do 
away with the need for bottled water everywhere. 


The Right to Water: An Idea Whose Time Has Come 


Finally, the global water justice movement is demanding a change in 
international law to settle once and for all the question of who controls 
water. It must be commonly understood that water is not a commercial 
good, although of course it has an economic dimension, but rather a 
human right and a public trust. What is needed now is binding law to 
codify that states have the obligation to deliver sufficient, safe, 
accessible, and affordable water to their citizens as a public service. 
While “water for all, everywhere and always” may appéar to be self- 
evident, the fact is that the powers moving in to take corporate control 
of water have resisted this notion fiercely. So have many governments, 
either because, in the case of rich governments, their corporations benefit 
from the commodification of water or, in the case of poor governments, 
because they fear they would not be able to honor this commitment. So 
groups around the world are mobilizing in their communities and 
countries for constitutional recognition of the right to water within their 
borders and at the United Nations for a full treaty that recognizes the 
right to water internationally. (The terms covenant, treaty, and convention 
are used interchangeably at the United Nations.) 

Rosmarie Bar of Switzerland’s Alliance Sud explains that behind the 
call for a binding convention or covenant are questions of principle. Is 
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access to water a human right or just a need? Is water a common good 
like air or a commodity like Coca-Cola? Who is being given the right or 
the power to turn the tap on or off—people, governments, or the invisible 
hand of the market? Who sets the price for a poor district in Manila or 
La Paz—the locally elected water board or the CEO of Suez [a leading 
transnational water service corporation]? The global water crisis cries out 
for good governance, says Bar, and good governance needs binding, legal 
bases that rest on universally applicable human rights. A UN covenant 
would set the framework for water as a social and cultural asset, not an 
economic commodity. As well, it would establish the indispensable legal 
groundwork for a just system of distribution. It would serve as:a 
common, coherent body of rules for all nations, rich and poor, and 
clarify that it is the role of the state to provide clean, affordable water 
to all of its citizens. Such a covenant would also safeguard already 
accepted human rights and environmental principles in other treaties and 
conventions. 

Michigan lawyer Jim Olson, who has been deeply involved in the fight 
against Nestlé, says the point must be “repeated and repeated” that 
privatization of water is simply incompatible with the nature of water as 
a commons and, therefore, with fundamental human rights. “Water is 
always moving unless there is human intervention. Intervention is the 
right to use, not own and privatize to the exclusion of others who enjoy 
equal access to use water. It is important to distinguish between 
sovereign ownership and control of water, enjoyed by states or nations 
through which water flows or moves, and private ownership. Sovereign 
state ownership is not the same and has to do with control and use of 
water for the public welfare, health and safety, not for private profit.” 
However, says Olson, if the state sides with the World Bank and 
negotiates private rights to its water with corporations, that state has 
violated the rights of its citizens who would have redress under the 
principle of human rights if the covenant is well crafted. 

A human rights convention or covenant imposes three obligations on 
states: the Obligation to Respect, whereby the state must refrain from 
any action or policy that interferes with the enjoyment of the human 
right; the Obligation to Protect, whereby the state is obliged to prevent 
third parties from interfering with the enjoyment of the human right; and 
the Obligation to Fulfill, whereby the state is required to adopt any 
additional measures: directed toward the realization of that right. The 
Obligation to Protect would oblige governments to adopt measures 
restraining corporations from denying equal access to water (in itself an 
incentive for water companies to leave) as well as polluting water sources 
or unsustainably extracting water resources. 

At a practical level, a. right-to-water covenant would give citizens a 
tool to hold their governments accountable in their domestic courts and 
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the “court” of public opinion, and for seeking international redress. The 
World Conservation Union says, “Human rights are formulated in terms 
of individuals, not in terms of rights and obligations of states vis-a-vis 
other states as international law provisions generally do. Thus by making 
water a human right, it could not be taken away from the people. 
Through a rights-based approach, victims of water pollution and people 
deprived of necessary water for meeting their basic needs are provided 
with access to remedies. In contrast to other systems of international 
law, the human rights system affords access to individuals and NGOs.” 

The union also states that a right-to-water covenant would make both 
state obligations and violations more visible to citizens. Within a year of 
ratification, states would be expected to put in place a plan of action, 
with targets, policies, indicators, and time frames to achieve the 
realization of this right. As well, states would have to amend domestic 
law to comply with the new rights. In some cases, this will include 
constitutional amendments. Some form of monitoring of the new rights 
would also be established and the needs of marginalized groups such as 
women and indigenous peoples would be particularly addressed. 

A covenant would also include specific principles to ensure civil 
society involvement to convert the UN convention into national law and. 
national action plans. This would give citizens an additional 
constitutional tool in their fight for water. As stated in a 2003 manifesto 
on the right to water by Friends of the Earth Paraguay, “An inseparable 
part of the right is control and sovereignty of local communities over 
their natural heritage and therefore over the management of their sources 
of water and over the use of the territories producing this water, the 
watersheds and aquifer recharge areas.” A right-to-water covenant would 
also set principles and priorities for water use in a world destroying its 
water heritage. The covenant we envisage would include language to 
protect water rights for the earth and other species and would address 
the urgent need for reclamation of polluted waters and’ an end to 
practices destructive of the world’s water sources. As Friends of the 
Earth Paraguay put it, “The very mention of this supposed conflict, water 
for human use versus water for nature; reflects a lack of consciousness of 
the essential fact that the very existence of water depends on the 
sustainable management and conservation of ecosystems.” 


Progress at the United Nations 


Water was not included in the 1947 United Nations Universal 
Declaration of Human Rights because at that time water was not 
perceived to have a human rights dimension. The fact that water is not 
now an enforceable human right has allowed decision making over water 
policy to shift from the UN and governments toward institutions and 
organizations that favor the private water companies and the 
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commodification of water such as the World Bank, the World Water 
Council, and the World Trade Organization. However, for more than a 
decade, calls have been made at various: levels of the United Nations for 
a right-to-water convention. Civil society groups argued that, because 
the operations of the water companies had gone global and were being 
backed by global financial institutions, nation-state instruments to deal 
with water rights were no longer sufficient to protect citizens. 
International laws were needed, we argued, to control the global reach of 
the water barons. We also noted that at the 1990 Rio Earth Summit, the 
key areas of water, climate change; biodiversity, and desertification were 
all targeted for action. Since then, all but water have resulted in a UN 
convention. | 

This lobbying started to pay off and the right to water was recognized 
in a number of important international UN resolutions and declarations. 
These include the 2000 General Assembly Resolution on the Right to 
Development; the 2004 Committee on Human Rights resolution on toxic 
wastes; and the May 2005 statement by the 1l6-member Non-Aligned 
Movement on the right to water for all. Most important is General 
Comment Number 15, adopted in 2002 by the UN Committee on 
Economic, Socia] and Cultural Rights, which recognized that the right to 
water is a prerequisite for realizing all other human rights and 
“indispensable for leading a life in dignity.” (A General Comment is an 
authoritative interpretation of a human rights treaty or convention by an 
independent committee of experts that has a mandate to provide states 
with an interpretation of the treaty or convention. In this case, the 
interpretation applies to the International Covenant on Economic, Social 
and Cultural Rights.) General Comment Number 15 is therefore an 
authoritative interpretation that water is a right and an important 
milestone-on the road to a full-binding UN convention. 

But as John Scanlon, Angela Cassar, and Noemi Nemes of the World 
Conservation Union point out in their 2004 legal briefing paper, Water as 
a Human Right?, General Comment Number 15 is an interpretation, not a 
binding treaty or convention. To clearly bind the right to water in 
international law, a binding covenant is needed. So the pressure for a full 
covenant intensified. In early 2004, Danuta Sacher of Germany’s Bread for 
the World and Ashfaq Khalfan of the Right to Water program at the UN 
Center on Housing Rights and Evictions called a summit and a new 
international network called Friends of the Right to Water was born. 
The network set out to mobilize other water justice groups and national 
governments to join the campaign to strengthen the rights established in 
General Comment Number 15 and put in place the mechanisms to ensure 
implementation of the right to water through a covenant. 

In November 2006, responding to a call from several countries, the 
newly formed UN Human Rights Council requested the Office of the 


128 ANALYTICAL MONTHLY REVIEW / JULY-AUGUST 2008 


THE BLUE COVENANT 


‘High Commissioner for Human Rights to conduct a detailed study on 
the scope and content of the relevant human rights obligations related to 
access to water under international human rights instruments, and to 
include recommendations for future action. While the request does not 
specifically refer to a covenant, many see this process as having the 
potential to lead to one. In April 2007, Anil Naidoo of the Council of 
Canadians’ Blue Planet Project, another founding member of Friends of 
the Right to Water, organized to present a letter of endorsement calling 
for a right-to-water covenant to UN High Commissioner for Human 
Rights Louise Arbour,.signed by 176 groups from aH over the world. 

It has been essential to gain the support of governments in the Global 
South, many of whom fear that their citizens could use a covenant 
against them if they are unable to immediately fulfill their new 
obligation. Proponents of a covenant emphasize that the application of a 
new human rights obligation is understood to be progressive. States 
without the power to implement the full right are not held accountable 
for not immediately delivering. What is required is the need to rapidly 
take minimal steps for implementation that will increase as capacity 
increases. But some governments are using their incapacity as an excuse 
to cover real priorities, such as funding the military rather than public 
services. A rights-based approach to development distinguishes between 
inability and unwillingness. As agreed at the 1993'UN World Conference 
on Human. Rights, “While development facilitates the enjoyment of all 
human rights, the lack of development may not be invoked to justify the 
abridgement of internationally recognized human rights.” A government 
that fails to ratify a right-to-water covenant should not’ try to hide 
behind capacity arguments. 

Nor should relatively water-rich governments such as Canada hide 
behind a false fear (which Canada is doing) that they will be forced to 
share the actual water supplies within their territories. A human rights 
treaty is between a nation-state and its citizens. Recognition of the right ° 
to water in no way affects a country’s sovereign right to manage its own 
water resources. What will be expected of First World governments and 
their development agencies is adequate aid to help developing countries 
meet their goals and ensure that their aid, and that of the World Bank, 
is directed toward not-for-profit public water services. 


Dueling Visions 


While the global water justice movement is excited and encouraged 
by these developments, there is a growing concern that this process 
could be hijacked by the water corporations, some northern countries, 
and the World Bank; and used to create a convention that would enshrine 
the inclusion of private sector players. There is now a widespread 
understanding that the right to water is an idea whose time has come 
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and some who opposed it until very recently have decided to drop their 
opposition and help shape both the process and the end product in their 
image. The irony here is that this new scenario may just have arisen out 
of the very success of the global water justice movement’s hard work. 
Until recently, the global institutions and the big water companies 
adamantly opposed a right-to-water convention. So did many European 
countries such as’France, England, and Germany, home to the big water 
companies. 

At the World Water Forums in The Hague and Kyoto, World Water 
Council members and governments refused civil society calls for a right- 
to-water convention and said that water is a human need, not a human 
right. These are not semantics: you cannot trade or sell a human right or 
deny it to someone on the basis of inability to pay. At the Fourth World 
Water Forum in Mexico City, the ministerial declaration once again did 
not include the right to water. But the World Water Council did release 
a new report called The Right to Water: From Concept to 
Implementation, a bland restatement of many UN documents with almost 
no mention of the private sector (except to say that the right to water 
can be implemented in a “variety of ways”) and with no reference to the 
public-private debate raging around it. While the report falls far short of 
‘recommending a convention on the right to water, the first words of the 
_ foreword (written by Loic Fauchon, president of the World Water 
Council and senior executive with Suez) capture the essence of the 
situation in which these corporations and the World Bank now find 
themselves: “The right to water is an element that is indissociable from 
human dignity. Who, today, would dare say otherwise?” Who indeed? 

The World Water Council is working with Green Cross International, 
an environmental education organization headed up by Mikhail Gorbachev, 
which has launched its own high-profile campaign for a UN convention 
on the right to water, and it is just the sort of convention that Loic 
Fauchon could live with. Although the Green Cross draft convention 
admits that there is a problem with “excessive profits and speculative 
purposes” in the private exploitation of water, it nevertheless places the 
commercial and human right to water on an equal footing, sets the stage 
for private financing for water services, allows for the private 
management of water utilities, and says that water systems should follow 
market rules. In a legal analysis of the Green Cross draft convention, 
Steven Shrybman, a Canadian trade expert and legal counsel to Canada’s 
Blue Planet Project, says it is “so seriously flawed as to represent a 
retreat from current international legal protection for the human right to 
water.” Yet Gorbachev defended his pro-corporate proposal in an 
interview with the Financial Times when he said that corporations are 
the “only institutions” with the intellectual and financial potential to 
ons the world’s water problems and that he is “prepared to work with 
them.” 
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The global water justice movement would never endorse a convention 
or covenant of this kind. In submissions to the high commissioner, 
hundreds of groups have urged the United Nations to take a clear stand 
in favor of public ownership of water. For them, ‘a’ covenant must 
explicitly describe water not only as a human right but also as a public 
trust. As well, a UN covenant on the right to water will have to address 
the two great shortcomings of existing human rights law if it is to be 
accepted by civil society. Those shortcomings are their failure to establish 
meaningful enforcement mechanisms and the failure to bind intemiafional 
bodies. 

In his submission to Louise Arbour, lawyer Steve Shrybman said a 
the most significant development in international law has not been taking 
place under`the auspices of the United Nations, but rather, under the 
World Trade Organization, and the thousands of bilateral investment 
treaties between governments that have codified corporate rights into . 
international law. “Under these rules, water is regarded as a good, an 
investment and service, and as such, it is subject to binding disciplines 
that severely constrain the capacity of governments to establish or 
maintain policies, laws and practices needed to protect human rights, 
the environment or other non-commercial societal goals that may impede 
the private rights entrenched by these trade and investment agreements.”. 
« Moreover, states’ Shrybman, these agreements have equipped 
corporations ‘with powerful new tools in asserting proprietary rights over 
water with which the state cannot interfere. “The codification of such 
private rights creates an obvious and serious impediment to the 
realization of the human right to water.” Private tribunals operating 
under these treaties are now engaged in arbitrating conflicts between 
human rights norms and those of investment and trade law—a role they 
are ill-suited to serve. He goes on to challenge the high commissioner to 
recognize the need to deal with this reality and warns that unless UN 
bodies are able to reassert their role as the fundamental arbiter of human 
rights, they risk becoming bystanders as private tribunals operating 
entirely outside the UN framework resolve key questions of human rights 
law. To be effective, the covenant must assert the primacy of the human 
right to water where there is a conflict with private and commercial 
interests. As well, this instrument must apply to other institutions 
beside states, most importantly, transnational corporations, the WTO, 
and the World Bank. 


Grassroots Take the Lead 


Clearly, the stage has been set for another form of contest. Having 
been successful in forcing the United Nations to deal with the right to 
water, the global water justice movement must now work hard to ensure 
it is the right kind of instrument. There are many good signs. While 
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several important countries remain opposed to the right to water, most 
notably the United States, Canada, Australia, and China, many more 
have come on board in recent years. The European Parliament adopted a 
resolution acknowledging the right to water in March 2006, and in 
November 2006, as a response to the 2006 UN Human Development 
Report on the world’s water crisis, Great Britain reversed its opposition 
and recognized the right to water. As Ashfaq Khalfan of the Centre on 
Housing Rights and Evictions explains, most countries in one form or 
another have supported the notion of the right to water in various 
resolutions at the United: Nations and can be counted on to do so again.: 
The challenge is to get support for a covenant that will truly be able to 
deliver on the promise. This : .‘iere civil society groups can be so 
effective. In many countries, water justice groups are hard at work to 
convince their governments to support the right kind of tool. 

But they are not waiting for the United Nations. Many are also 
working hard within their countries to assert the right of water for all 
through domestic legislative changes. On October 31, 2004, the citizens 
of Uruguay became the first in the world to vote for the right to water. 
Led by Adriana Marquisio and Maria Selva Ortiz of the National 
Commission for the Defence of Water and Life and Alberto Villarreal of 
Friends of the Earth Uruguay, the groups first had to obtain almost three 
hundred thousand signatures on a plebiscite (which they delivered to 
Parliament a$ a “human river”), in order to get a referendum placed on 
the ballot of the national election calling for a constitutional amendment 
on the right to water. They won the vote by an almost two-thirds 
majority, an extraordinary feat considering the fear-mongering that 
opponents mounted. The language of the amendment is very important. 
Not only is water now a fundamental human right in Uruguay, but also 
social considerations must now take precedence over economic 
considerations when the government makes water policy. As well, the 
constitution now reflects that “the public service of water supply for 
human consumption will be served exclusively and directly by state legal 
persons,” that is to say, not hy corporations. 

Several other countries have also passed right-to-water legislation. 
When apartheid was defeated in South Africa, Nelson Mandela created a 
new constitution that defined water as a human right. However, the 
amendment was silent on the issue of delivery and soon after, the World 
Bank convinced the new government to privatize many of its water 
services. Several other developing countries such as Ecuador, Ethiopia, 
and Kenya also have references in their constitutions that describe water 
as a human right, but they, too, do not specify the need for public 
delivery. The Belgian Parliament passed a resolution in April 2005 seeking 
a constitutional amendment to recognize water as a human right, and in 
September 2006, the French Senate adopted an amendment to its water 
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bill that says that each person has the right to access clean water. But 
neither country makes reference to delivery. The only other country 
besides Uruguay: to specify in its constitution that water must be 
publicly delivered is the Netherlands, which passed a law in 2003 
restricting the delivery of drinking water to utilities that are entirely 
public. But the Netherlands did not affirm the right to water in this 
amendment. Only the Uruguayan constitutional amendment guarantees 
both the right to water and the need to deliver it publicly and is 
therefore, a model for other countries. Suez was forced to leave the 
country as a direct result of this amendment. 7 ; 

Other exciting. initiatives are underway. In August 2006, the Indian 
Supreme Court ruled that protection of natural lakes and ponds is akin 
to honoring the right to life—the most fundamental right of all according 
to the court. Activists in Nepal are going before their Supreme Court 
arguing that the right to health guaranteed in the country’s constitution 
must include the right to water. The Coalition in Defense of Public 
-Water in Ecuador is celebrating its victory over the privatization of its 
water by demanding that the government take the next step and amend 
the constitution to recognize the right to water. The Coalition Against 
Water Privatization in South Africa is challenging the practice of water 
metering before the Johannesburg High Court on the basis that it violates 
the human rights of Soweto’s citizens. President Evo Morales of Bolivia 
has called for a “South American convention for human rights and access 
for all living beings to water” that would reject the market model 
imposed in trade agreements. At least a dozen countries have reacted 
positively to this call. Civil society groups are hard at work in many 
other countries to introduce constitutional amendments similar to that 
of Uruguay. Ecofondo, a network of sixty groups in Colombia, has 
launched a plebiscite toward a constitutional amendment similar to the 
Uruguayan amendment. They need at least one and a half million 
signatures and face several court cases and a dangerous and hostile 
opposition. Dozens of groups in Mexico have joined COMDA, the 
Coalition of Mexican Organizations for the Right to Water, in a national 
campaign for a Uruguayan-type constitutional guarantee to the right to 
water. 

A large network of human rights, development, faith-based, labor, 
and environmental groups in Canada has formed Canadian Friends of the 
Right to Water, led by the Blue Planet Project, to get the Canadian 
government to change its opposition to.a UN covenant on the right to 
water. A network in the United States led by Food and Water Watch is 
calling for both a national water trust to ensure safekeeping of the 
nation’s water assets and a change of government policy on the right tc 
water. Riccardo Petrella has led a movement in Italy to recognize the 
right to water, which has great support among politicians at every level. 
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Momentum is growing. everywhere for a right whose time has come. 


This, then, is the task: nothing less than reclaiming water as a 
commons for the earth and all people that must be wisely and 
sustainably. shared and managed if we are to survive. This will not 
happen unless we are prepared to reject the basic tenets of market-based 
globalization. The current imperatives of competition, unlimited growth, 
and private ownership when it comes to water must be replaced by new 
imperatives—those of cooperation, sustainability, and public stewardship. 
As Bolivia’s Evo Morales explained in his October 2006 proposal to the 
heads of states of South America, “Our goal needs to be to forge a real 
integration to ‘live well.’ We say ‘live well, because we do not aspire to 
live better than others. We do not believe in the line of progress and 
unlimited development at the cost of others and nature. ‘Live well’ is to 
think not only in terms of income per capita but cultural identity, 
community, harmony between ourselves and with mother earth.” There 
are lessons to be learned from water, nature’s gift to humanity, which 
can teach us how to live in harmony with the earth and in peace with 
one another. In Africa, they say, “We don’t go to water ponds merely to 
capture water, but because friends and dreams are there to meet us.” 


na 


aad 

If we want’ to save the planet earth, to save life and humanity, we 
have a duty to put an end to the capitalist system. If we do not put an 
end to the capitalist system it’s impossible to imagine that there will be 
equality and justice on this planet earth. This is why I believe that it is 
important to put an end to the exploitation of human beings and to put 
an end to the pillage of natural resources; to put an end to destructive 
wars for raw materials and for the market; to the plundering of energy, 
particularly fossil fuels; excessive consumption of goods and the 
accumulation of waste. The. capitalist system only allows us to heap up 

waste. : : 
—Evo Morales, United Nations Forum on Indigenous Issues, 
April 23, 2008, (“Morales Calls for ‘Reparations to the Earth,” 
The Real News Network, http://www.therealnews.com). 
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Bill Livant (May 24, 1932—June 2, 2008) 


Bill Livant was an independent Marxist intellectual whose main 
purpose was to provide theoretical tools to people engaged in 
revolutionary struggles. The Red Scare after the Second World War 
did not diminish the admiration he had felt for the Soviet Union 
during the war. The subsequent execution of Julius and Ethel 
Rosenberg was an ideological turning point for him. While working | 
on his PhD in psychology at the University of Michigan, Bill stood 
out as a prominent radical. He was part of the Students for a 
Democratic Society movement that produced the Port Huron J 
Statement. ‘He also helped organize opposition to U.S. imperialism in 
Vietnam. As a professor at the University of Regina in Saskatchewan, 
he was notorious among administrators for aligning himself with the 
students when they demonstrated. He was a charter member of the 
Waffle, an offshoot of the New Democratic Party (NDP) formed to 
take the new political formation in a thoroughly anti-capitalist 
direction. He engaged in union solidarity and was able to influence 
the writing of occupational health and safety legislation eventually 
adopted by the NDP government. Bill actively supported third world 
national liberation developments, participating in grassroots 
diplomacy and trade with various nations emerging from colonialism J 
and fighting against neocolonialism. In this, he was loyal to Cuba 
oe 1959 onward and exhilarated by what is happening in Venezuela 
today. 

But most of all, Bill was an advanced theoretician consistently 
guided by Marx’s eleventh thesis on Feuerbach: “The philosophers 


have only interpreted the world, in various ways; the point, however, 


is to change it.” In regard to his teaching approach, he was deeply 
inspired by Mao’s mandate to make Marxist methodology accessible 


| to the masses. Thus, he taught what might be called “dialectical 


literacy.” Focusing on a diverse range of problems in the fields of 
social psychology, practical linguistics, media studies, evolutionary 
biology, and the philosophy of labor, Bill categorically examined the 


movement of material contradictions and asymmetrical relations in 


motion. Inat he was able to make his complex abstractions 
immediately relevant, increasingly intelligible, and ultimately fertile 
for the praxis of his students was his special skill. As a lifelong 
reader of Monthly Review, Bill regularly incorporated MR in his 
teaching and activism. For a number of years he received fifty copies 
a month for use in the classroom and distribution at political events. 
As an independent socialist himself, the independent socialism of 
MR was for Bill an absolutely indispensable element of his critical | 
consciousness and faith in the future.—Ben Livant 
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This number of Monthly Review is a special issue on “Ecology: The 
Moment of Truth,” edited by Brett Clark, John Bellamy Foster, and 
Richard York. In the present issue we concentrate on the planetary 
environmental emergency. In a later special issue, to appear this fall, the 
magazine will address the social and economic regime change that is 
necessary to save the earth as we know it. 

In May, global warming, species extinction, and growing fears of 
peaking global oil production all combined to make the Arctic a focus of 
world attention. On May 14, the U.S. Interior Department listed the 
polar bear as a threatened species under the Endangered Species Act due 
to the rapid melting of Arctic ice. At the same time it declared that the 
listing should not be used as a “back door” to combat global warming, 
indicating that the listing would. provide polar bears no more protection 
than before from oil drilling in Arctic waters. This caused some 

‘environmental groups:to denounce the listing as “in name only” and a 
fraud (Associated Press, “U.S. Lists Polar Bear as a Threatened Species,” 
May 15, 2008). i 
` Meanwhile, the rapid melting of the Arctic combined with peak oil 
fears is generating what Scott Borgerson, a fellow of the Council on 
Foreign Relations, has called “An Ice Cold, War” between the five 
countries with Arctic coastlines: Russia, the United States, Canada, 
Denmark (which controls Greenland), and Norway, each of which have 
made claims to disputed portions of the Arctic (New York Times, August 
8, 2007). 

: The thawing of the Arctic (discussed in a number of articles in this 
issue) is occurring at such a pace that some’scientists now believe that 
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it could be mostly or even completely ice free in the summer of 2013. 
Last August, Russia dispatched a nuclear-powered icebreaker and a 
research vessel to the North Pole and left its flag encased in titanium in 
the seafloor more than 13,200 feet below the frozen surface ice. This was 
a symbolic attempt to establish Russia’s territorial claim to a vast area 
of the Arctic on the premise that the Arctic’s 1,200 mile long underwater 
formation, the Lomonosov Ridge, is a geological extension of Russia’s 
continental shelf. The United States, Canada, Denmark, and Norway are 
also increasing their claims to portions of the Arctic Ocean and all five 
Arctic powers are in the process of moving military forces, and bases to 
the North. The U.S. Navy views the United States as having a critical 
icebreaker gap in relation to the Russians, who have six times the 
number of polar icebreakers. The United States, it is said, needs enough 
icebreakers to maintain a strong presence at both poles. If an agreement 
on the Arctic is not worked out, Borgerson has stated, it could “descend 
into armed conflict” (“The Race to Own the Arctic,” Parade, June 1, 
2008; Alex Shoumatoff, “The Arctic Oil Rush,” Vanity Fair, May 2008). 

The main reason? Oil. The Arctic could hold, it is estimated, as much 
as a quarter of the world’s undiscovered oil (and natural. gas) reserves. 
And thanks to global warming from the burning of fossil fuels it may be 
possible within a decade or so to get at the oil. (Another issue is the 
opening of the Arctic to commercial traffic. Canada has declared its 
Northwest Passage an internal waterway, while the United States insists 
that it belongs to international waters). ` 

At the end of May representatives from the United States, Russia, 
Canada, Denmark, and Norway met in a two-day conference to discuss 
Arctic territorial claims. It was agreed that the United Nations would 
rule on the respective ownership claims on the basis of the Law of the 
Sea Convention. The five countries, it was decided, will provide scientific 
data to the United Nations until 2014 (about the time the Arctic is 
expected by some to be largely ice free in the summer months) and it 
will then decide on ownership. If there is any area of agreement in all of 
this, amongst the various nations concerned, it is that the Arctic oil 
rush ison. Environmentalists, meanwhile, claim that exploitation of 
Arctic oil and gas would simply add new fuel to the present planetary 
emergency associated with global warming. All of this then comes down 
in the end to a case of capitalism versus the planet. (“Russia, Denmark, 
U.S. Meet in Greenland to Discuss Oil Claims,” Bloomberg.com, May 27, 
2008; “UN to Rule on Arctic Seabed Ownership,” Telegraph [London], 
May 29, 2008). 

The Monthly Review community includes an increasing number of 
friends all over the world who translate our articles for publication, both 
online and in print. A new exclusively online Portuguese edition 
commenced in June as a subscription venture. If you would like to take a 
look at “Monthly Review—edicao portuguesa,” number 1, it is available 
for free download at http://www.zionedicoes.org/. This month the first 
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issue will appear of the Hindi edition of Monthly Review, “Troi Masik 
Samiksha (A Selection from Monthly Review, Founded by Paul Sweezy),” 
based in Lucknow. Our warmest welcome to these new members of the 
Monthly Review family, which also includes: an Indian English-language 
edition, and editions in Bengali, Spanish, Greek, Turkish, and Korean. 
Our friend and long-time MR author, Bill Tabb, reported .on a 
colloquium he attended in April in Cape Town, South Africa, entitled 
“Continuity and Discontinuity in Post-Apartheid South Africa.” Bill came 
back full of admiration for Amandla Publishers, the sponsor of the event 
(“amandla” is,Zulu for “power”), and for the collective of socialists and 
activists based in Cape Town, Durban, and Gautteng. The ‘magazine, 


Amandla!, he says, is “exciting, well-written, and -politically - 


sophisticated.” “The main conclusion I drew from the experience,” he 
told us, “was that the declining legitimacy of the post-Apartheid state is 
the result of its inability to deliver changed socioeconomic conditions 
countering the misery that characterized Apartheid. Such misery remains 
in most respects unchanged in the post-Apartheid era and is responsible 
for the anti-immigrant violence recently witnessed. The key question is 
one of agency, i.e., the capacity of the popular forces in South Africa to 
articulate, organize, and struggle on a different plane for an alternative 
South Africa based on social justice.” MR, readers may want to visit the 
Amandla! Web site and subscribe to this important new publication at 
http://www.amandlapublishers.co.za. | 

We are sad to report that our good friend and indefatigable supporter 
of Monthly Review, Bill Livant, died at the age of seventy-six in his 
home city of Victoria, British Colombia on Monday June 2, after suffering 
a stroke the previous week. It is impossible to explain the brilliance and 
wit that Bill brought to the understanding of dialectics and a wide range 
of issues from Darwinian evolution to political economy. Bill had called 
each of the editors of this special issue individually within the past few 
weeks (at this writing) to provide his thoughts on various projects they 
were engaged in: this special issue, their forthcoming Monthly Review 
Press book, Critique of Intelligent Design, and the question of 
stagnation/financialization. He will be deeply missed. (See the box on 
Bill in this issue.) ; 

For those interested in looking at Bill Livant’s work, three of his 
short articles (“PI Make You an Offer You Cart Refuse,” “The Dialectics 
of Walking on Two Legs,” and “Livant’s Cure for Baldness,” previously 
published in Science & Society) appear in a new book edited by Bertell 
Ollman and Tony Smith, Dialectics for the New Century (Palgrave 
Macmillan, 2008). (Other contributors to the book, besides Bill and the 
book’s editors, include: Richard Levins, John Bellamy Foster, Lucien 
Sève, David Harvey, Frederick Jameson, Istvan Mészáros, Michael Lowy, 
Thomas T. Sekine, Christopher J. Arthur, Nancy Hartsock, Joel Kovel, 
and Ira Gollobin.) . 
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Hungry For Profit 


HUNGRY FOR PROFT 
The Agribusiness Threat to Farmers, Food, and Environment 


The Agribusiness Threat to Farmers, 


Food, and the Environment Edited by Fred Magdoff, John Bellamy Foster, 
Edited by fred Mayol, john Bellamy Foster, and Frederick H. Buttel 


and Frederich H. Butte? 

& | Hungry for Profit presents a historical analysis 

‘land an incisive overview of the issues and 
debates surrounding the global commodification 
; of agriculture. Contributors address the growing 
Somen public concern over food safety and controversial 
‘i developments in agricultural biotechnology 
including genetically engineered foods. Hungry 


environmental, social, and economic problems 
Se a are intertwined with structure of global 
nRT as it now exists. 
Hungry for Profit demystifies the reasons why hunger proliferates in 
the midst of plenty and points the way toward sustainabie solutions. 
Perhaps most important, it highlights the ways in which farmers, 
farmworkers, environmental and sustainable agriculture groups—as 
well as consumers—are engaged in the struggle to create a just and 
environmentally sound food system which, its editors argue, cannot 


be separated from a just and environmentally sound society. 


CONTENTS: 
AN OVERVIEW by Fred Magdoff, John Bellamy Foster & 

Frederick H. Buttel; 

1. THE AGRARIAN ORIGINS OF CAPITALISM by EHen Meiksins 
Wood; 2. LIEBIG, MARX, AND THE DEPLETION OF SOIL FERTILITY: 
RELEVANCE FOR TODAY'S AGRICULTURE by John Bellamy Foster 
and Fred Magdoff; 3. CONCENTRATION OF OWNERSHIP AND 
CONTROL IN AGRICULTURE by William D, Heffernan; 
4. ECOLOGICAL IMPACTS OF INDUSTRIAL AGRICULTURE AND THE 
POSSIBILITIES FOR TRULY SUSTAINABLE FARMING by Miguel A. 
Altieri; 5. THE MATURING OF CAPITALIST AGRICULTURE: FARMER 
AS PROLETARIAN by R.C. Lewontinj6. NEW AGRICULTURAL 
BIOTECHNOLOGIES: THE STRUGGLE FOR DEMOCRATIC CHOICE by 
Gerad Middendorf, Mike Skladny, Elizabeth Ransom, and 
Lawrence Busch; 7. GLOBAL FOOD POLITICS by = Philip 
McMichael; 8. THE GREAT GLOBAL ENCLOSURE OF OUR TIMES: 
PEASANTS AND THE AGRARIAN QUESTION AT THE END OF THE 
TWENTIETH CENTURY by Farshad Araghi; 9. ORGANIZING U.S. 
FARM WORKERS: A CONTINUOUS STRUGGLE by Linda C. Majka 
and Theo J. Majka; 10. REBUILDING LOCAL FOOD SYSTEMS FROM 





I THE GRASSROOTS UP by Elizabeth Henderson; 11. WANT AMID 


PLENTY: FROM HUNGER TO INEQUALITY by Janet Poppendieck; 

12. CUBA: A SUCCESSFUL CASE STUDY OF SUSTAINABLE 

AGRICULTURE by Peter M. Rosset; 13. THE IMPORTANCE OF LAND 

REFORM IN THE RECONSTRUCTION OF CHINA by William Hinton 
APPENDIX; CONTRIBUTORS; INDEX 


ISBN: 978-81-88401-16-1; Price: Rs. 150.00 
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POST- 
REVOLUTIONARY 
SOCIETY 


Essays by Paul M. Sweezy 


CONTENTS: 
Notes from the publisher 


Preface for a New Edition 
Preface to First Edition 
Introduction 
l. Lessons of the Soviet Experience 


2. Lessons of Poland 

3. Transition to Socialism 

4, The Nature of Soviet Society-—Part 1 

5. The Nature of Soviet Society——Part 2 

6. Theory and Practice in the Mao Period 

7. Charles Bettelheim on Revolution from Above: 
The USSR in the 1920s 

8. Is There a Ruling Class in the USSR? 


A Crisis in Marxian Theory 
10. Post-Revolutionary Society 
ll. Perestroika and the Future of Socialism—Part 1 
12. Perestroika and the Future of Socialism—Part 2 
Notes 


ISBN : 81-901060-2-3; Price: Rs.100.00 
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Prat The Creation of the Free Market Mythology 
o o Michael Perelman 
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Most economic theory assumes a pure capitalism 
of perfect competition. This book is a penetrating 
ṣa critique of the rhetoric and practice of conventional 
. economic theory. It explores how even in the United 

=A States—the most capitalist of countries—the market 
has always been subject to numerous constraints. 

Perelman examines the way in which these constraints have been 
defended by such figures as Henry Ford, J.P. Morgan, and Herbert 
Hoover, and were indeed essential to the expansion of U.S. capitalism. 
In the process, he rediscovers the critical element in conservative 
thought that has been lost in the neoliberals present. This important 
and original historical reconstruction points the way to a discipline of 
economics freed from the mythology of the market. 





“A treasure trove for social scientists, students,.and activists . 
Railroading Economics is a beautifully written, refreshing, and scholarly 
book. It offers a powerful indictment of the profound irrationalities of 
capitalism and exposes the irrelevance of modern economic theory. 
Michael Perelman explodes the myth-of ‘market rationality’ and shows 
the true costs of competition. This book offers hope of a better future.” 

~ ALFREDO SAAD FILHO, University of London 


Contents 


Introduction 
_ 1. The End of Economics 
2. Economic Theory and the Historical Increase of Fixed Capital 
3. Railroads and the Increase in Fixed Capital 
4. The Role of Finance 
5. Industry Takes Command: The Rise of Welfare Capitalism 
6. Modern Finance Capital 
7. The Great Depression 
8. The Golden Age 
Conclusion 
Notes 


Index 


ISBN: 81-88401-17-X; Pages: 238; Rs. 150.00 
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11 Red Cat White Cat 

Robert Weil : 
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ISBN: 81-88401-07-2 / 320 pp Rs, 150.00 
15 The Irreversible Crisis 
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16 Capitalism and the Information Age 
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MICRO CREDIT: Myth Manufactured 
l preface by Doug Henwood 
edited by Farooque Chowdhury 


The mainstream and the dissenters discuss the micro credit from 
basically the same plane, ne same questions. But the book, a 
collection of essays, examines the micro credit from a fundamentally 


different angle: appropriation of surplus value, metamorphosis of 


micro credit debtor and the burdens the debtor takes that push back 
the debtor to the world of poverty.The book unmasks micro credit- 
myths constructed by the mainstream pundits and media. Contributors 
are from Bangladesh, South Africa, Sweden and the USA. 


Paperback. Pages: 266. Price for India: US $ 15 (including S&H) 

To order contact: otc1960@gmail.com 

Published by: Shrabon Prokashani, Dhaka, Bangladesh. 
http://www.shrabonprokashani.com/ 
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always left out - the true costs of the mass displacements for those displaced, 
the obvious risks of such projects in a highly seismic zone, the track record of 
failed attempts at “flood control,” the loss of submerged land and the resulting 
pressure on the surrounding enviornment, the introduction of vast’ numbers of 
migratory laborers into areas where migration is an explosive issue, and the 
fact that both irrigation and hydel generation by big dams has a very poor 
record in areas of great and unpredictable climatic variation. 

The Pagladia Dam Project is proposed for Nalbari District of Lower Assam, 
near the border of Bhutan, on a short periodically fast flowing river that 
reaches the Brahmaputra below Gauhati. The project is supposed to irrigate 
54,125 hectares of land, protect 40,000 hectares of land from: flood and erosion, 
and generate only 3 MW: of electricity. Plans were approved by the Union 
Cabinet Committee on Economic Affairs (CCEA) in 2000, and the State issued 
notifications in January 2003 for acquisition of land. Nonetheless, this deranged 
project has so far been stopped in its tracks by popular resistance. 

Both tribal and non-tribal communities inhabit the area; 90 percent is tribal 
(Bodo). As researcher Gita Bharali notes: “The Pagladia river literally means 
“mad river” because it changes its course widely, drastically and suddenly. 
Hence many opposed the project because no dam could possibly address the 
root- cause of the floods or the river’s “migration” (shifting of its bed) by 
kilometres at a time. A three km long dam would be useless, for instance on a 
river that changes course by 30 km in 4 years.” (“Pagladia Dam Project in 
Assam: A Case Study” http:/Awww.creighton.edu/Collaborative Ministry/NESRC 
Gita/Ranchi Paper.doc ) The district affected includes over 150 villages, of 
which it is admitted that 38 are to be submerged. The Bodo community who 
manage to irrigate their fields using extraordinary techniques in the face of the 
crazy river, have been the subject of a noted documentary, Crazy on the Rocks, 
a 14-minute 22-second film by award-winning filmmaker Altaf Mazid, depicting 
the unique relationship between the river and villagers and shown at two film 


festivals — Planet in Focus 2007, Toronto, and The llth Thai Short Film and’ 


Video Festival, 2007. 


In fact the project will displace some 1,05000 people and 34,000 acres of 


fertile and highly productive land will be destroyed. The proposed “rehabilita- 


tion package” has been rejected as blatantly insufficient. As always many of 


those affected do not posses proper ownership documents and would not get 
any compensation. And the promises made are never kept. Hence, the people 
have started their movement under the banner called “Pagladia Bandh Praka- 
Ipar Ksatigrastha Alekar Sangram Samiti” against the implementation of the 
project. The committee, at first under the leadership of the Bodo student organ- 
isation, has united both tribals and non-tribals, and has been joined by many 
political and civil society organisations. The Central government as well as the 
Brahmaputra Board, the implementing agency of the project, are making all 
efforts to construct the dam. But till now the resistance of the people have 
_ been quite successful and the authority has failed to do even the ground survey 
because of the massive resistance of the people. 

The Pagladia struggle is worthy of both study and assistance. The south 
face of the Himalaya and its resourceful and intelligent people are the front of 
a fight for all of humanity. The ecological crisis is a crisis of ee economy, 
and revolutionary Marxists have a critical role to play. 
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' Editorial i 

We know that the immediate future holds the certainty of severe 
climate change, and an ever increasing strain on not -only-the much 
publicised issue of reserves of fossil fuels but also on the basic vital 
environmental resource of fresh water. Nowhere in thé world is the margin 
so slight between the daily life of tens of crores and mass disaster as in. 
the plains and deltas of the Ganges and Brahmaputra. A storm or a draught, 
excessive or inadequate rainfall, will have a “natural” cause, but the 
ensuing disaster—and even more the response—is the product of social 
practices and historical events. A clear.instance is the flooding, of the River 
Koshi, and the resulting massive disaster over half of Bihar and the Sunsari., 
district of Nepal. Parts of Assam and: Orissa, as well as much of West 
Bengal and the nation of Bangladesh, also face flooding -in almost every ` 
monsoon. Though there may be reasons for events that depend. on the 
unique geography of a sub-region, the common environment and social 


`- history entail a shared danger, and require a shared response -if ever more . 


terrible disasters are not to overwhelm the region—however remote the ' 
prospect of rational social action may appear at the moment. But first the 


myth must be demolished that ‘immediately declares the climate event a 


natural calamity, for which the rulers are not responsible and about which 
nothing can be done except some temporary relief. 

The Koshi River is notorious for its unstable dynamic character, and for, 
its frequent floods. The river drains the southern face of the Himalaya ` 


through the entire eastern, third of Nepal, from the Nepal border with 
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Jeremiah Wright in 


the Propaganda System 
EDWARD $. HERMAN anp DAVID PETERSON 


Beginning in March 2008 and extending through the last Democratic 
primaries of early June, the United States witnessed the most brazen 
demonization in its history of a person based on his race, his creed, and 
his ties to a presidential candidate. One major purpose behind these 
attacks was to use the demonized figure to discredit the politician. But 
participation in the attacks also fed the voracious, twenty-four-hour-a- 
day media appetite, and quickly took on a life of its own. When we look 
back at the ugly spectacle then taking place, the evidence suggests that, 
despite much optimism about narrowing racial divides and an emerging 
“post-racial” consciousness, something much closer to the opposite had 
gripped America. 

Of course, we are referring to the U.S. political class and 
establishment media’s treatment of the Reverend Jeremiah Wright and 
his relationship with Barack Obama. Contrasted with their handling of 
the Reverends John Hagee, Rod Parsley, and Pat Robertson and their 
links to John McCain, this episode provides an outstanding illustration 
of this country’s racism, chauvinism, and political biases. 

Now retired from the Trinity United Church of Christ in Chicago— 
the “best representation’ of black liberation theology,” as James Cone 


. told the New Yorker'—where he served as pastor for thirty-six years, 


Wright had known Obama for close to twenty of those years. Because of 
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Obama’s membership in. Wright’s congregation, Obamas two 
coming-of-age books .and ‘numerous testaments about his relationship 
- with Wright, and Wright’s early role in Obama’s presidential campaign, 
where until March 14, he was chairperson of its African-American. 
Leadership Committee, both men had long anticipated the day when 
someone would use the big-city black preacher against the black 
candidate.” “They’re going to associate your name with mine, and that 
could be detrimental,” Wright recounted in a PBS interview shortly after 
Obama announced his candidacy in February 2007. “(Cjonservative 
bloggers and pundits have begun raising concerns about Wright’s 
Africentric theology and his liberal, some say radical, politics,” PBS 
added.’ * 

ABC’s Good Morning America first triggered the avalanche of Wright 
coverage on March 13, when it played four short video-clips of 
“controversial statements,” and framed them with the leading question: 
“Could the reverend become a liability?”* The next day, without referring 
to a single word from Wright, Obama issued a blanket condemnation: “I 
vehemently disagree and strongly condemn the statements that have been 
the subject of this controversy.”° The following Tuesday (March 18) in 
Philadelphia, Obama delivered his “A More Perfect Union” speech on race 
in America.® “{Tjhe discussion of race in this campaign has taken a 
particularly divisive turn,” he said, adding that he had “already 
condemned, in unequivocal terms, the statements...that have caused such 
controversy.” Obama even noted that Wright had a “profoundly distorted 
view of this country,” bending over backwards to repudiate anything that 
anybody finds offensive, no matter what Wright might have uttered, no 
matter how incisive. Noting that “This year, at least so far, the 
newsmaker from nowhere is Chicago minister Jeremiah Wright,” the 
Project for Excellence in Journalism (PEJ) likened Wright’s emergence 
“from obscurity to become a household word and an integral part of the 
media narrative” to the cases of Willie Horton (1988), Gennifer Flowers 
(1992), and the Swift Boat Veterans for Truth (2004).’ Although the PEJ 
failed to. discuss what might link Wright to these three other cases, the 
“newsmaker from nowhere” had in fact become front-page news. 





* See Barack Obama, Dreams from My Father: A Story of Race and Inheritance, revised 
edition (New York: Three Rivers Press, 2004), chapter 14, 272-95; and The Audacity of 
Hope: Thoughts on Reclaiming the American Dream (New York: Crown, 2006). Following 
publication of the latter, in the second-half of 2006, Obama never once shied away from 
attesting to Wright’s importance to his development. Although we ought to be skeptical 
about the authenticity of the protagonist depicted in these two political Bildungsroman, 
we cannot doubt that the figure of Jeremiah Wright looms large in their narratives. For a 
critique of what we call Brand Obama, the Black Candidate whose image has been 
crafted specifically to appeal to white voters with an eye toward winning a presidential 
election, see Paul Street, Barack Obama and the Future of American Politics (Boulder, CO: 
Paradigm Publishers, 2008). 
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In one obvious sense, the transformation of Wright into an object of 
mass ridicule, and this object’s use, in turn, as an emotional “issue” to 
try to scare white Democratic primary voters away from Obama, into the 
arms of his rival, Hillary Clinton, belongs to a recurring strategy in U.S. 
presidential politics. As Kevin Phillips; a key adviser to Nixon’s 
successful 1968 campaign, explained the “Southern Strategy,” the more 
the “national Democratic Party [became] the Negro party throughout 
most of the South,” the more this fact “push{ed] whites into the 
alternative major party structure—that of the GOP.” Beginning with the 
U.S. Supreme Courts 1954 decision dgainst “separate but equal” in Brown 
v. Board of Education, and carried across the South by the civil rights 
movement, the federal government’s pressures to desegregate southern 
schools, and culminating in the Civi] Rights and Voting Rights acts of 
1964-65 under Lyndon Johnson, Republican campaigns seized upon these 
institutional changes to reap the political: backlash among’ white, 
traditionally Democratic voters, whose defections to ‘Republican 
candidates would prove decisive in several elections going forward. The 
“Democratic identification with the Negro social and economic revolution 
precipitated [the Republican] party’s best gains,” Phillips explained. 
“Negro-Democratic mutual identification was a major source o 
Democratic loss...in many sections of the nation.”® | f 

But the Wright case is also reminiscent of how the media have 
swarmed around other Democratic hopefuls the past three decades, when 
the scent of vulnerability hung in the air. These include’ Jesse Jackson Sr. 
in early 1984 over his use of the’ pejorative “Hymietown” for New York 
City; Gary Hart in May 1987 over an extramarital relation; Michael 
Dukakis in 1988 over Willie Horton, a black felon in the state of 
Massachusetts who, during a weekend furlough while Dukakis was 
governor, escaped to Maryland where he attacked a white couple in their 
home; Bill Clinton in 1992 (and throughout his entire presidency) over 

_ his extramarital relations; Al Gore in 1999-2000 over his alleged claim to 
have “invented the Internet”; Howard Dean in January 2004 over the 
fallout from what became labeled the “scream” speech following his 
third-place finish in the Iowa caucuses forcing him out of the primaries; 
and, last but not least, the success enjoyed in 2004 by the Swift Boat 
Veterans for Truth group in sowing lies about John Kerry’s Vietnam War 
service record. 

Yet, the same media that leapt at the chance to repeat these stories 
paid very little attention to George Bush’s evasion of the Vietnam War 
draft and his preferential treatment and failure to meet his legal 
obligations while a member of the Texas Air National Guard.” 

{£ Meanwhile, in 2007-08, Obama has placated establishment critics on 
virtually every policy front imaginable, the candidate of “change we can 
believe in” has visited interest group after interest group to promise 


ANALYTICAL MONTHLY REVIEW / SEPTEMBER 2008 3 


HERMAN & PETERSON 


them that they needn’r fear any change in the way they’re familiar with 
doing business.!! Nevertheless, Obama’s race, his background, his 
enthusiastic, youthful, and Jess predictable constituency, and the 
occasional slivers of populism that creep into his campaign, make the 
establishment nervous, whereas Hillary Clinton and John McCain clearly 
posed no such threats. And like George Bush, John McCain is portrayed 
as an earthy, chummy, straightforward kind of guy—indeed, as a 
“maverick” whose associations with lobbyists, the military-industrial 
. complex, and some of the genuinely reactionary forces of U.S. society do 
not elicit the kind of focused attention directed at Obama and most 
everything he touches or that touches him.” 


Constructing the Black Preacher | 


By now, the sermons, lectures, and commentaries of Jeremiah Wright 
quoted, reproduced, and discussed by other sources, ranging from 
broadcast and cable television and radio, to print and, of course, weblogs 
and the Internet-based audio- and video-hosting platforms such as 
YouTube, have been so numerous that sheer scale alone makes it 
impossible to define where his allegedly “controversial”: and “offensive” 
statements begin, and where they end. But the relative intensity of 
coverage tells part of the story. According to the Project for Excellence 
in Journalism, for the first 125 days of 2008 (January 1-May 4), the 
Wright-Obama relationship was the most frequently reported news item, 
receiving roughly 3.8-times more attention than did the second most 
frequently reported item, how the “superdelegates” were aligning in the 
primary process; it was covered 4.9-times as heavily as John McCain’s 
ties to lobbyists.” Wright and his views also towered over the meager 
attention given to the views of Hagee, Parsley, and Robertson, and to 
their relationships with McCain. Media Matters for America reports that 
between February 27 and Apri] 30—the 27th having been thé date on 
which Hagee endorsed McCain in San Antonio while McCain was 
campaigning with Parsley in Ohio—the New York Times and Washington 
Post “published more than 12 times as many articles” mentioning Wright 
and Obama as they did mentioning Hagee and McCain. In terms of 
editorials and op-eds, the ratio was even greater—more than 15 to 1.4 

Similar patterns were true across the board. For the ninety-six-day 
period from February 27 through June 1, mentions of Wright’s name in 
conjunction with Obama’s outnumbered mentions of Hagee’s with 
McCain’s 10.5 times to 1; they also outnumbered mentions of Parsley’s 
-with McCain’s 40.2 times to l. (See table 1.) Remarkably, even the 
Reverend Louis Farrakhan’s name turned up in conjunction with, Obama’s 


de. 


more frequently than did McCain’s with Hagee’s or Parsley’s—although y. 


Obama has had no connection with Farrakhan whatsoever. The Project for 
Excellence in Journalism reports that at the apex of its coverage 
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(April 28-May 4), the Wright-Obama relationship “accounted for 42% of 
that week’s campaign stories,” while at its apex (May 19-25), the Hagee- 
McCain relationship “accounted for only 8%.”! The next week (May 26- 
June 1), when Obama resigned from Trinity United Church of Christ after 
a video was circulated of the Catholic priest, Michael Pfleger, mocking 
Hillary Clinton during a guest sermon at the church, coverage of this 
“accounted for 13% of all the campaign stories.”© Indeed, so obsessive 
and so recurring was the media’s focus on Jeremiah Wright, on Wright’s 
Trinity United, and on any person or topic that could be squeezed into 
this frame of reference and used to generate negative reporting and 
commentary about the black preacher and his ties to the black candidate, 
that even when the McCain campaign officially rejected the endorsements 
it had previously sought from Hagee and Parsley, nearly one-half as many 
more articles mentioned Obama-Wright than mentioned McCain together 
with Hagee or Parsley. (See table 2.) This reveals a deep bias of 
remarkable consistency. 


Table 1: Differential coverage of the candidates, by religious figure, 
February 27—June 1* 


John McCain & Rod Parsley 153 
John McCain & John Hagee 583 
John McCain & Pat Robertson 138 
Barack Obama & Jeremiah Wright 6,146 
Barack Obama & Louis Farrakhan 798 
Barack Obama & Michael Pfleger 187 


Ninety-six-day period from Wednesday, February 27, through Sunday, June 1. Factiva 
database searches carried out under the “All Sources” category on June 2. Actual 
. parameters were: [first name w/2 last name] AND [first name w/2 last name].- 


Another part of the story is the hostility expressed towards, and the 
derogatory language used in reference to, Wright—language seldom used 
for Hagee, Parsley, and Robertson (et al.). Wright “rants” and “raves,” 
and is “crazy” and “divisive” (etc.). “Wright’s ranting is going to hit 
white Americans with particular force,” Los Angeles Times media critic 
Tim Rutten observed. Wright’s sermons “mix left-wing conspiracy 
theories, phony Afro-centricism, remnant black power rhetoric and a rag 
bag of vulgar Third World sympathies in an angry, frequently race-baiting 
social gospel. Preached in a style that leaves little room for 
understatement, it’s alarming stuff when you hear it for the first time.””” 

Aside from his quite accurate prediction about how white Americans 
would respond to Wright, what makes Wright’s sermons qualify as 
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Table 2: Differential coverage of the candidates by religious figure, 
week-by-week, March 10-June 1* 





One Two Three Four Five. Six 
3/10-3/16 3/17-3/23 3/24-3/30 . 3/31-4/06  4/07-4/13 4/14-4/20 


Obama 

& Wright 197 1,197 659 355 196 399 
McCain 

& Hagee 37 4S 18 19 18 17 
or Parsley 


Ratiot 5.3 to 1 26.6 tọ 1 366to1i 187 tọ 1 109 to 1 23.5 tol 


* Twelve-week period from Monday, March 10 through Sunday, June 1. Factiva data- 
base searches carried out under the “All Sources” category on June 2. Actual parameters 


were: (A) Barack w/2 Obama AND Jeremiah w/2 Wright; and (B) John w/2 McCain AND 
(John w/2 Hagee or Rod w/2 Parsley]. . 


+ “Ratio” expresses the ratio between the numbers listed in each weekly column for 
Obama-Wright to Mc-Cain and Hagee or Parsley. 


“ranting,” “conspiracy theories,” “phony,” “remnant,” “rag bag,” “vulgar,” 
“angry,” “alarming,” and the like, Rutten didn’t explain, nor did he feel 
any need to—he knew his readers would simply “get it.” Yet, in the 
same article, Rutten referred merely to Hagee’s “inconvenient views” 
about the Catholic Church being the “Great Whore of Babylon,” and to 
Clinton campaign adviser Geraldine Ferraro’s statement that “If Obama 
was a white man, he would not be in this position,” without any negative 
qualifier at all. As with close to 100 percent of his colleagues’ work 
during this period, whenever the media’s attention turned to Wright, the ` 
use of dismissive, highly insulting language came automatically to 
commentators, while an examination of the truth or falsity of what 
Wright actually said was regarded as unnecessary. 

From the jingoistic right the denunciations were unrestrained: “anti- 
American, racist rantings” (National Review); “venomous and paranoid” 
(Ron Kessler); “grievance-mongering preacher animated by the voracity of 
hate” (Michelle Malkin); “hate-filled, anti-American black nationalism” 
(Shelby Steele); “black hate speech” and “racist. rants” (Charles 
Krauthammer), “anti-American black supremacist” (London Times), 
“fatuous clerical rantings,” “black chauvinist rhetoric,” “foaming pastor,” . 
“conceited old fanatic” (Christopher Hitchens); “stuck in a Jate-Sixties 
time warp” (Stanley Kurtz); among countless others like them. 

' But these were often matched and sometimes surpassed by the 
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Seven Eight Nine Ten Eleven Twelve Total 
4/21-4/27 4/28-5/04 5/05-5/11 5/12-5/18 5/19-5/25 5/26-6/01 


466 1,190 749 -© 265 226 - 204 6,103 
37 30 21 46 154 - 62 504 


12.6to1 39.7to1 35.7to1 © 5.8tol 1.47to1 3.3tọ1  12.1tol 


language of liberals: “histrionics of a loony preacher from the South Side 
of Chicago” (Bob Herbert); “ranting” and “fire-breathing pastor” (Frank 
Rich); “race-baiting diatribe” (Cynthia Tucker); a “self-centered jerk” who 
believes “It’s all about me” and whose “self-indulgent antics” belong on 
the American Ido] television show (Rosa Brooks); the “jibberjabber from 
the crazy ex-minister” (Patricia Williams); “bigoted and ' paranoid 
rantings” (New York Times); “weirdness, wrath, insult, blowhardiness, 
vanity, paranoia, divisiveness and trouble” (Katha Pollitt). Last but not 
least, Barack Obama himself referred to Wrights “ridiculous 
propositions,” “outrageous comments,” “very different vision of America,” 
as “divisive and destructive,” “something that not only makes me angry 
but also saddens me.”!® | 

There were no comparable levels of anger and denunciation by the 
establishment media, or even by the liberals and left, over Parsley, Hagee, 
or Robertson, despite their prolific records of atrocious statements, their 
years of right-wing activism on behalf of the Republican Party, and the 
fact that McCain actively sought Hagee’s endorsement and referred to 
Parsley while campaigning with him in Ohio as “one of the truly great 
leaders in America, a moral compass, a spiritual guide.”” (Obama did 
not seek Wright’s endorsement or declare him a moral compass and 
guide.) Thus for the same ninety-six-day period beginning February 27, 
snippets from Wright were characterized negatively as “ranting,” 
“raving,” or “crazy” (and the like) dozens of times as frequently as 
statements by Hagee and Robertson, and literally hundreds of times 
more often than those by Parsley. (See tables 3-A and 3-B.) 
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Table 3-A: Differential treatment of the religious figures, by terms of abuse 
(“rant,” “rave,” “crazy,” etc.*), February 27-June 1° 


Rod Parsley 0 
John Hagee i 18 
Pat Robertson 9 
Jeremiah Wright 750 


*We used the database operator ™ to include all variations of these words. 
Ninety-six-day period from Wednesday, February 27, through Sunday, June 1. NewsBank 
database searches carried out under the “All Papers” category on June 2. Actual 


parameters were: (first name ADJ2 last name) AND (rant™ or rav” or craz™) NOT (last 
name). 


Table 3-B: Differential treatment of the religious figures, by terms of abuse 
-(“rant,” “rave,” “crazy,” etc. *), February 27~June 1° 





Rod Parsley 1 
John Hagee 36 
Pat Robertson 17 
‘Jeremiah Wright 700 


“We used the database operator * to include all variations of these words. 
‘Ninety-six-day period from Wednesday, February 27, through Sunday, June 1. Factiva — 
database searches carried out under the “Newspapers: All” category on June 2.’— Actual 
parameters were: [rst“TNWP] AND. [first name w/2 last name] AND (rant™** or 
rav or crazy] NOT {last name]. i 


Another word used in this set of controversies, but almost exclusively 
in reference to Wright, Obama, and company is “divisiveness.” To be 
divisive means not simply to divide and separate, but to act out-of- 
order, to overstep proper bounds, to engage in unacceptable behavior, 
and above all to upset the wrong people. When Obama announced on 
April 29 that his break with Wright was final and complete, he said he 
found Wrights appearance at the National Press Club “divisive and 
destructive,” and added “people are hungry to get out of the old divisive 
politics of the past.” Similarly, at the end of May, the Obama campaign 
issued a terse statement rejecting Pfleger’s “divisive, backward-looking 
rhetoric”; and in the letter sent to Trinity United, informing the new 
pastor that his family was leaving the church, Obama explained, “Our 
relations with Trinity have been strained by the divisive statements of . 
Reverend Wright.””° Throughout the period February 27-June 1, the U.S. 
political class and the establishment media used the words “divisive” 
and “divisiveness” almost exclusively to characterize preachers associated 
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with Barack Obama and/or Trinity United (but especially Wright and 
Pfleger), virtually never using these words for preachers associated with 
McCain (Parsley, Hagee, or Robertson) and Republican politics more 
generally. (See tables 4-A and 4-B.} Only ‘Jeremiah’ Wright upsets, the 
people who really matter. 


Table 4-A: Differential treatment of the religous figures, by use of the 


terms “divisive” or “divisiveness” (etc.*), February 27—June 1° `> 





Rod Parsety 1 
John Hagee 4 
Pat Robertson 0 
Jeremiah Wright 876 
Michael Pfleger. > E 3 


*We used the database operator * to include all variations of these words. 
Ninety-six-day period from Wednesday, February 27, through Sunday, June L. NewsBank 
database searches carried out under the “All Papers” category on June 2. Actual 
parameters were: (divisive™) AND name ADJ2 last name) NOT (ast name). 


Table 4~B: Differential treatment of the religious figures, by use of the 
terms “divisive” or “divisiveness” (etc.*), February 27-June 1° 





Rod Parsely 1 
John Hagee Ea 17. 
Pat Robertson . 13 
Jeremiah Wright 906 
Michael Pfleger E 





*We used the database operator * to include all variations of these words. 
'Ninety-six-day period from Wednesday, February 27, through Sunday, June l. Factiva 
database searches carried out under the “Newspapers: All” category on June 2. Actual 
parameters were: [rst-T NWP] AND [first name w/2 last name] AND [divisive ** * *] 
NOT [last name]. 


What the Preachers Said 


What, then, has Wright said that brought this storm of attention; 
anger, and ridicule down upon him? What is it about his words that 
make them uniquely “divisive”? And what have Parsley, Hagee, and 
Robertson said that could be criticized, but failed to generate comparable 
outrage or claims of divisiveness? 

Wright indeed has made statements that strike us as false and not 
all of them trivial in their implications. One important case occurred 
during his interview with Bill Moyers on PBS in late April.”! Wright 
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noted that Iraqi deaths from the U.S. war totaled some “100,000 [or] 
200,000, depending on which count”—~numbers that likely understate 
Iraqi deaths by factors anywhere from six to twelve times.” But as this 
error minimizes the scale of U.S. government responsibility, and stays 
safely within a widely promulgated range that even George Bush might 
be able to swallow, nobody called Wright a “whackadoodle” for making 
it, nor used it to challenge Wright’s membership within the reality- 
based community. Despite the gravity of the topic, and what it means to 
Iraqis, Wright is as free as the rest of his fellow Americans to make 
mistakes of this kind. In fact, we have not seen evidence that any of his 
bitterest critics even noticed. 

Not so with other kinds of errors, however. One in particular has 
circulated widely, and been treated with ridicule. This was when Wright 
asserted that the U.S. government “invented” or was responsible for the 
origin of HIV “as a means of genocide against people of color.”” We do 
not know how long Wright has believed this, or how many times he has 
expressed something like it. We do know that Wright has long been an 
outspoken critic of the stigma associated with AIDS, in particular the 
belief that “AIDS is God’s curse upon the homosexual.”** We also know 
that at this stage in the epidemic’s history, HIV/AIDS impacts black 
Americans more than any other U.S. ethnic or racial group, with blacks 
accounting for half of the AIDS cases diagnosed in 2006, nine-times the 
rate for white Americans, and more than half of AIDS-related deaths, 
even though blacks comprise only 12 percent of the national population.” 
And we know that when a question about the origins of AIDS was put to 
Wright at the National Press Club—”Do you honestly believe your 
statement and those words?”—he replied (in part): “Based on the 
Tuskegee experiment and based on what has happened to Africans in this 
country, I believe our government is capable of doing anything.”” Wright 
thus offers up the HIV claim while cataloging the oppression of black 
people in this country, including what has been called the “archetype of 
unethical research and racism in medicine,” the U.S. Public Health 
Service’s forty-year experiment with 600 black men in Macon County, 
Alabama (1932-72), 399 of whom suffered from syphilis but were left 
untreated, the officials following the disease’s progress in these men all 
the way to their deaths and autopsies.” 

Yet, we are confident that Wright’s HIV error is not central to the 
attacks he has suffered. What is central are Wright’s extensive and 
` effective broadsides against U.S. and Western (or white European) 

policies and pretensions, including his criticisms of the United States as 
an imperial superpower that rules the world by force, and robs from 
lesser powers in order to maintain its great wealth, without concern for ' 
the people it damages. Equally important is his view that the United 
States remains a racist society, its beneficiaries unwilling to surrender 
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the material legacies of slavery, much less to make reparations for them. 
Thus in stark contrast with Obama’s “post-racial” rhetoric, all of 
Wright’s “greatest hits” that have circulated over YouTube and similar 
platforms in 2008,% and wound up reiterated ad infinitum, should be 
seen in light of Wrights politica] critique of “SOO years of colonialism,’ 
racism, and slavery”—-themes painfully familiar to untold numbers of 
people, taken up and contested by liberation movements and by great 
literature throughout the ages. This encompasses Wright’s sermon in the 
aftermath of 9/11 that warned of the dangers inherent in seeking 
vengeance, and argued that 9/1} can only be understood as “America’s 
chickens coming home to roost”; his assertion that the United States is 
“the No. l killer in the world,” and that when Americans kill, “nobody 
bats an eye”; his “God damn America...for killing innocent people [and] 
for treating her citizens as less than human”; and his assertions that the 
U.S. government “lied about weapons of mass destruction in Iraq” and 
“lied about a connection between al Qaeda and Saddam Hussein”; that it 
supports Israel “shamelessly while ignoring the Palestinians and branding 
anybody who |speaks] out against it as being anti-Semitic”; that this 
country “believe(s] in white supremacy and black inferiority”; and that 
we ought to call this country the “United States of White America.” 
Following Wright’s National Press Club performance, Alexander’ 
Cockburn noted that “95 percent of it makes total sense and is a breath 
of fresh air, as Wright ushers the Real America onto the stage, as 
opposed to the candidates’ flattering fictions.” But as these are 
precisely the fictions that powerful Americans cling to most dearly, 
Wright’s harsh criticisms of them place him beyond the pale for the 
establishment U.S. media and politicians vetted in the money primary. 
Were the media concerned about prominent religious leaders who are 
politically active, whose ministries reach a lot of people, and who take 
outlandish stands on important issues, surely somebody would have 
connected the dots between the Republican Party’s years of disservice to 
the AIDS cause, and John Hagee’s assertion that AIDS is an “incurable 
plague” and “God’s curse against a disobedient nation.” Neither would 
anyone have forgotten the late Jerry Falwell’s gem, “AIDS is not just 
God’s punishment for homosexuals; it is God’s punishment for the 
society that tolerates homosexuals.” Nor that former Republican 
presidential candidate—and current McCain supporter—Pat Robertson 
campaigned in 1988 on a platform that included “some sort of quarantine 
of AIDS victims similar to those applied in the past in typhoid fever and 
hepatitis [cases].”™ And if the media were determined to uproot 
fanaticism wherever it is found, they would have noted that while only 
15.2 percent of black Americans told researchers in 2005 that they 
believed “AIDS is a form of genocide against blacks,” as recently as 2007, 
38 percent of white evangelical Protestants—the largest religious 
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affiliation in the United States—affirmed that “AIDS might be God’s 
punishment for immoral sexual behavior.”** Not content to blame HIV on 
a bio-weapons lab, this troubling percentage of Americans still saw AIDS 
as a form of pestilence—Hagee’ s “curse of the plagues”—afflicting not 
just individuals, but whole countries that have fallen away from God. 

In short, the charges levied by Wright.against the United States are 
of a kind that nobody is free to express within the circles of American 
Power. If one wants to move within these circles, and to climb the many 
ladders to power and privilege they offer, one must remain silent about 
its flattering fictions or watch these ladders pulled away. A perfectly 
accurate assessment of 9/11, Wright’s “chickens coming home to roost” 
is received as an inestimably greater offense than are the “at least 935 
false statements” by George Bush and seven of his regime’s top officials 
“in the two years following September ll, 2001,” as part of their 
“concerted effort” militarily to seize Iraq, and to replace the former 
regime with one of their own making—despite the devastating 
consequences of these lies.” The same is true of the wild-eyed remarks 
by two of the GOP’s favorite preachers about the heavenly origins of 9/1: 


Jerry Falwell: [T]he Lord has protected us so wonderfully these 
225 years....[But] what we saw on Tuesday, as terrible as it is, 
could be miniscule if, in fact—if, in fact—God continues to lift the 

_, curtain and allow the enemies of America to give us probably what 

~ we deserve... The ACLU’s got to take a lot of blame for 
_this...throwing God out successfully with the help of the federal 

` court system, throwing God out of the public square, out of the 
schools. The abortionists have got to bear some burden for this 
because God will not be mocked. And when we destroy 40 million 
little innocent babies, we make God mad. I really believe that the 
pagans, and the abortionists, and the feminists, and the gays and 
the lesbians who are actively trying to make that an alternative 
lifestyle, the ACLU, People For the American Way—all of them 
who have tried to secularize America—I point the finger in their 
face and say “you helped this happen.” - 


Pat Robertson: I totally concur. And the problem is we have 
adopted that agenda at the highest levels of our government. And 
so we're résponsible as a free society for what the top people do. 
And, the top people, of course, is the court system.” 


Nor did the media highlight the equally wild-eyed statements by 


a one 


other GOP preachers about Hurricane Katrina as the “judgment of God” ~ 


against New Orleans for a “homosexual parade”; the need for a “military 
preemptive strike to take out the nuclear capability of Iran for the 
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salvation of Western civilization” (Hagee); the description of Islam as an 
“anti-Christ religion that intends, through violence, to conquer the 
world” (Parsley). Still less did it question the related claim that the 
United States was “founded, in part”—deriving its “divine purpose,” no 
less—from God’s “intention of seeing this false religion [i.e., Islam] 
destroyed” (Parsley).* l 

Because the men who preach these political sermons align closely 
with the institutions, policies, and party that Wright lambastes, their 
colossal gaffes and extremist prejudices, and the eventual outing in late 
May of Hagee and Parsley, proved nothing more than a minor bump 
along John McCains road, while Obama’s “pastor problem” is the kind 
that keeps on giving his enemies ammunition with which to attack. 

Wright’s message being unacceptable in mainstream politics, not only 
was Wright vilified, but Obama himself was attacked for this association 
and felt immediate political pressure quickly and thoroughly to dissociate 
himself from the beyond-the-pale critic. It took a long time for McCain 
to do the same with his collection of religious extremist supporters, and 
interestingly his campaign only took this step after the disclosure one 
week before of an audio-clip in which Hagee preached that “what Hitler 
did in the Holocaust” was God’s plan to drive Europe’s Jews “back to 
the land of Israel.” Without this awkward disclosure, McCain might 
have remained silent, his religious team not having done anything truly 
beyond the pale like assailing U.S. racism, militarism, or empire 
building.” y 

We also believe that another reason liberals were harsh on Wright, 
beyond the fact that quite a few of them can’t stomach powerful 
criticisms of U.S. foreign policy and domestic inequalities and racism, is 
their fear that positions and rhetoric like Wright’s could jeopardize 
Obama’s chances in the 2008 election. Calling Wright a “distraction on 
the campaign trail,” Democratic Party strategist Donna Brazile lauded 


- Obama’s Philadelphia speech, explaining that Obama “had to rebuke and 


=e, 


distance himself from those comments.” Wright’s “Malcolm X-ism,” 
Maureen Dowd warned, has “dragged Obama into the ’60s maelstrom 
that [Obama] had pledged to be an antidote to.” In an interview with 
The Guardian titled “Do the right thing and shut up,” filmmaker Spike 
Lee complained that “The more [Wright] opens his mouth, the more 
damage he does.” Lee continued: “It makes me question his motives for 
talking. Pm starting to wonder whether somebody has been contributing 
to the building funds of his church. Seriously.” Similar expressions of 
anger were common in liberal quarters. Wright was egocentric, 
narcissistic, divisive, indeed, crazy——all-for-Jeremiah and nothing-for- 
Barack. As Arianna Huffington complained to Charlie Rose, “I think 


Jeremiah Wright obviously has a tremendous responsibility for derailing 
this campaign.” 
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Southern Strategies 


> On June L, 1963, George Wallace, Alabama’s newly elected governor, 
stood in the doorway to Foster Auditorium on the Tuscaloosa campus of 
the University of Alabama, where registration for summer classes was 
being held. A federal court had ordered the desegregation of the 
university; Wallace swore that he’d never let it happen. Even though 
Wallace backed down that day, and Vivian Hood and Jimmy Malone 
became the university’s first black students; the episode “transformed 
[Wallace] into a major player in American politics,” Dan Carter writes. 
Within one week, “more than’ 100,000 congratulatory telegrams and 
letters flooded the office of the Alabama governor.” Purportedly more 
than “half came from outside the South, and 95 percent supported” his 
stand. It was a “moment of epiphany” for Wallace. He “had looked out 
upon those white Americans north of Alabama and suddenly been 
‘awakened by a blinding vision: ‘They all hate black people, all of them. 
They’re all afraid, all of them. Great God! That’s it! They’re all Southern. 
The whole United States is Southern”? < -> | 

Forty-five years later, race continues to impact the United States in 
‘powerful, though often less overt ways. By early June, the percentage of 
Americans dissatisfied with the “way things are going” reached 76 
percent—a “record high,” Pew reported. One Wall Street Journal-NBC 
News ‘poll found that by a margin of 5l.percent to 35 pefcent, voters 
preferred the Democrats to win the White House in November rather 
than the Republicans.*! Gallup reported that 37 percent of voters 
identified themselves as ‘Democrats, compared to 28 percent Republicans 
(with 34 percent independents/others).** Such’ findings prompted the 
Journal (and many Republicans) to wonder whether U.S. politics was 
facing fundamental realignment “toward prolonged Democratic control”? 

And yet, according to Gallup’s daily tracking polls, John McCain and 


Barack Obama had been neck-and-neck from early March through the last - 


week of July, both scoring in the low-to-mid 40-point range, with a 
narrow spread moving up and down between them, ‘and the only 
‘departures from this pattern tied ‘to specific but fleeting events, such as 
when Hillary Clinton withdrew from the Democratic primary in early 
June, and when Obama returned to the States after his grand tour of 
Afghanistan and Iraq, followed by stops in Israel, Jordan, Germany, 
France, and Britain.** McCain’s relatively strong showing thus stood in 
sharp contrast with ‘his party’s decline in popularity and its looming loss 
‘of congressional seats this fall, despite the fact that “On the issues, he 
‘is at odds with many voters.” But pollsters understood the réason: 


“More voters said they could identify with Sen. McCain’s ‘background? ‘ 


and ‘values’ than with [Obama’s]....It underscores the extent to which 
-his personality and image, rather than issues such as the war and the 
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economy, could shape this presidential election.” Emphasizing this 
“campaign’s unusual dynamic,” a subsequent Wall Street Journal-NBC 
News poll deepened these findings. When asked whether each candidate 
“has a background and set of values that you can identify with,” 58 
percent of voters said they could identify with McCain, while 47 percent 
said the same for Obama. Even more revealing, when asked “who do you 
think would be the riskier choice for president,” 55 percent said Obama, 
only 35 percent McCain. “One of [the McCain campaign’s] overriding 
themes is that [Obama’s] election would represent too big a risk for 
voters to take,” thé Journal explained by way of a gloss on its finding.*® 
As summed-up by the Pew survey mentioned above: While “McCain’s 
negatives [were] mostly political, Obama’s [were] more personal.” 

Managers of the two U.S. political parties are perfectly aware that 
both parties stand further to the right (i.e., are more elite-oriented) than 
does the general public on every issue of major import.“ This is why the 
parties find it necessary to resort to so many phony issues, and -why 
their candidates run instead on the intangibles of character, values, 
patriotism, and the like: “Issues” such as these are readily fabricated, 
fuzzy, manageable, even adjustable from day to day, and each party knows 
well that its candidate would lose, were he to run on the basis of 
policies that cause serious harm to the majority of voters, but which 
each party is sure to implement. For the first five months of 2008, the 
U.S. media devoted no more than 7 percent of its campaign coverage to 
“policy,” that is, to real issue-related stories, but a huge 78 percent to 
stories that focused on “horse race”-related affairs—strategy, who won 
and who lost, who lost whose temper, and what campaign tactics, ads, 
and gaffes the candidates may have committed.** As Sheldon Wolin 
might say, the 2008 primaries were a “tribute,” not to the “vibrancy” of 
American democracy, but to “artifacts manufactured by money, 
organization, and the media,” and to their “utility in supporting a myth 
that legitimates the very formations of power which have enfeebled 
(American democracy].”* 

During the Democratic primaries, the Clinton campaign failed to pry 
enough racially resentful white voters away from Obama to overcome his 
lead in delegates, which had already assumed what turned out to be its 
final shape during the middle weeks of February. But this was not 
- because it did not try—much less because the “Southern Strategy” no 
longer works. Rather, it was because the Clinton campaign waited too 
long to employ its version of the strategy, as it was only from late 
February on that it began making the case to uncommitted 
“superdelegates” in particular that the Black Candidate could not prevail 
in the general election, so that it would be too risky for the Democratic 
Party to permit him to become its nominee.” Although “electability,” the 
need to win in “swing” or “purple” states such as Florida and Ohio, and 
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to find some way to collect the “magical 270” electoral college minimum 
was the rhetoric then in use, we cannot help but be struck by the 
implicit defense of the color line that lurked beneath all of this. 

At the same time, by stirring up so many prejudices and fears around 
the Black Preacher, and by keeping his relationship with the Black 
Candidate at or near the top of the media’s campaign coverage for the 
last twelve weeks of the primaries, the Black Candidate’s standing was 
diminished among Hillary Clinton supporters, independents, and, in 
terms of presidential elections, that most important demographic of all, 
given their sheer numbers—white racists and white social reactionaries. 
Come November, this is bound to cause lingering effects, and threatens 
to play a self-fulfilling role in the outcome. 

Before Barack Obama clinched his party’s nomination in the first half 
of 2008, a whole series of demands was made of him, quite unlike any 
other national candidate in memory. Louis Farrakhan had been the 
recipient of the Dr. Jeremiah A. Wright Trumpeter Award at Trinity 
United. Church. This became “Obama’s Farrakhan Test,” about which the 
Washington Post’s Richard Cohen wrote that, “given who the parishioner 
is, the obligation to speak out is all the greater.” That very day, Obama 
issued a terse statement “decry[ing] racism and anti-Semitism in every 
form and strongly condemn[ing] the anti-Semitic statements made by 
Minister Farrakhan.”*! Then up popped Obama’s Wright Test—without 
question, his most arduous through the primaries. “Why did he stay a 
member of the congregation?” Clinton operative Lanny Davis demanded. 
“Why didn’t he speak up earlier? And why did he reward Rev. Wright 
with a campaign position even after knowing of his comments?”*” It took 
Obama at least four and maybe five acts of public expiation before he 
purged his old pastor, the last not completed until Obama’s Pfleger Test 
came at the end of May, when he finally left Trinity United for good.” 

Notions of “tests,” of casting out, and of making amends, take us to 
the heart of socially sanctioned group behavior. Because Obama had ties 
to people who, like Wright and Pfleger, are “divisive,” who traffic in 
dangerous ideas, and who do not know their proper places, Obama was 
compelled to sever those ties and promise never to associate with their 
kind again. Through the Democratic primaries, he did this unfailingly. 

The fact that Barack Obama won the Democratic nomination is 
welcome evidence that the United States has traveled some distance 
since George Wallace’s “epiphany.” But we must not forget that the 
“racial divide” not only persists in this country, it is also strong and 
arguably “without peer,” revealing “two utterly dissimilar publics,” as 
Donald Kinder and Lynn Sanders write in a major study of the 
“differences in opinion between blacks and whites.” “(T]he most arresting 
feature of public opinion on race,” they believe, “remains how 
emphatically black and white Americans disagree with each other.” So 
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fundamental is this divide, it expresses a “deep and perhaps deepening 
racial alienation.” In a careful study of the 1988 presidential campaign by 
the first George Bush, and the ways in which it used the image of Willie 
Horton to “blow up” the Michael Dukakis campaign (Republican 
strategist Lee. Atwater’s phrase), they show that the “racial resentments” 
of white voters proved decisive in the defeat of Dukakis, and in their 
words “offered near-perfect illustration of the electoral temptations of 
` race.” 


Modern Dixiecrats 


A Dixiecrat meeting is the strangest type of. political gathering of 
our time.... i 

States Rights is the issue only insofar as it concerns the right of 
States to solve—or refuse to solve—their race problems.: The real 
issue is one word, and that word is never spoken. It is one- 
thought, and that thought is never expressed... 

On the platform, Mr. Thurmond and his fellow travelers shout of 
Americanism, our way of life, the right to choose one’s’ associates, 
Communism, Reds. But they mean Nigger. 


*—John Ed Pearce, 1948 55 


Now that the Democratic nomination is set and the general election 
draws near, it is the Republican attack machine’s turn. That machine, 
already large and impressively powerful twenty years ago, has grown in 
size, sophistication, and power, spreading as far as the explosive growth 
in new media will enable it. Nor can its effectiveness be doubted, as we 
saw just four years ago in the remarkable success of the Swift Boat 
Veterans at denigrating the naval record of Vietnam War veteran John 
Kerry when he ran for the presidency; and has been seen twice (2000 and 
then again in 2004) in the machine’s ability to help keep George Bush’s 
record of draft evasion and his going AWOL from the Texas Air National 
Guard out of the public arena.” , | 

As we noted at the outset, a “Southern Strategy” in U.S. presidential 
politics is any attempt to persuade or entice or frighten racially bigoted, 
fearful, and resentful white voters—“Negrophobe whites,” in Kevin 
Phillips’ classic formulation—to flee the Democratic Party by identifying 
it with black minority causes (public school desegregation, say, and civil 
rights more generally). For more than forty years, this has meant the 
conscious marketing of the Republican Party (which still retains the 
image of the party of Lincoln) as the bastion:of white majority interests. 
Southern strategies can be blatant, as when the “Dixiecrats” rose up in 
several Southern states in 1948, and defected from the Democratic Party 
to protest a civil rights program announced early that year by President 
Harry Truman as a way of countering Progressive Party candidate Henry 
Wallace’s more comprehensive proposal.” “We stand for the segregation 
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of the races and the racial integrity of each race [and] the constitutional 
right to choose one’s associates,” the Dixiecrats’ own platform countered. 
“We oppose the elimination of segregation, the repeal of miscegenation 
statutes, [and] the control of private employment by Federal bureaucrats 
called for by the misnamed civil rights program.” But a Southern 
Strategy can also be more refined—removed by varying degrees of 
separation between the rhetoric and imagery that it adopts and its white 
racist roots. Indeed, since the 1960s, this has been its most familiar 
form. Even when George Wallace made his stand in the schoolhouse 
door, the “proclamation” that he read from the podium that day made 
no mention of upholding the color line; instead, Wallace spoke of the 
need to protect “states’ rights,” and denounced “this illegal and 
unwarranted action by the Central Government” in Washington.” 

The same was true for Barry Goldwater in 1964, Richard Nixon in 
1968 and 1972, and Ronald Reagan in 1980 and 1984, who, as Dan Carter 
recalls, “showed that he could use [racially] coded language with the 
best of them, lambasting welfare queens, busing, and affirmative action 
as the need arose.”°° Reagan’s first campaign stop after winning the 1980 
Republican nomination was the Neshoba County Fair in Philadelphia, 
Mississippi—the city where Freedom Summer activists Michael 
Schwerner, James Chaney, and Andrew Goodman had been “slain with 
the complicity of local police officials in 1964,” the press reported at the 
time. “Just as Goldwater had drawn virtually all-white audiences in the 
Deep South in 1964, so Reagan was greeted by a ‘crowd almost entirely 
made up of whites.” He did not let them down. ‘I believe in states’ 
rights’, Reagan said....As (the Washington Post’s Lou] Cannon observed, 
‘The visual statement of television the next day was a sea of white faces 
at the Neshoba Fair with Reagan’s words floating about them.’ The 
Mississippi event powerfully communicated Reagan’s sympathies and 
electoral targets in the rural Deep South.”© 

Whenever candidates, parties, or media draw from the deep well of 
white racial solidarity and reaction to gains by black Americans, this is 
the kind of strategy they are executing—whether they are conscious of 
their true motives (as was Hillary Clinton’s primary campaign, and are 
the myriad of Swift Boat-like, negative attack Web sites that have sprung- 
up in 2008, warning against the “dark forces” taking over the Democratic 
Party, and pledging their support for anybody but the Black Candidate’) 
or not conscious of them in the least. From preserving racial segregation 
in the South sixty years ago, to maintaining the Republican hold on the 
White House in 1988 and 2008, the essential strategy remains constant. 
Even if it is not the whole United States that is “Southern,” in Wallace’s 
sense, what once worked so well across the Deep South has Jong since 


gone national, following extant racial cleavages and spread by old and 
new media alike.© 
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In the words of one cynic, the Black Preacher “has become the 
honorary chairman of McCain’s get-out-the-vote efforts... Wright will 
loom larger in the general election.” Of this we have no doubt. The 
savage dragging of Jeremiah Wright through the propaganda system in 
March, April, and May of this year shows how well-primed is a 
substantial percentage of the U.S. political class and media to carry out 
racial scapegoating and to pile on a collectively demonized figure. It also 
points ominously to much uglier tactics scheduled for the rest of the 
campaign.© 

Only this time things are different. The emotionally potent caricatures 
of undeserving blacks to whom New Deal and Great Society Democrats 
have doled out big-government largesse at the expense of white, 
hardworking taxpayers, and the insidious, coded language and imagery 
behind which this mentality hides its true face when in public, no longer 
need to be bundled together and turned into “issues” about “state’s 
rights,” “welfare queens,” “quotas,” “free rides,” “affirmative action,” 
“special favors,” “grievances,” “pathologies,” “crime,” “drugs,” “gangs,” 
“public safety,” “personal responsibility,” and dozens of others: Barack 
Obama’s blackness takes care of everything. l 

Because Barack Obama is running for the presidency of a country built 
upon black slavery, white supremacy, ubiquitous color lines, and deeply- 
rooted race prejudices, the Republican attack machine has its easiest 
target to date. And this remains true no matter how obsequiously 
Obama’s campaign managers work to portray him. Or how much “unity” 
the stalwarts of today’s Democratic Party swear up and down behind 


Anti-black racism was not created in 2008; and though it can be 
activated from above, it need not be imposed. Instead, its presence is 
always felt, echoing up and down U.S. history like the residue of the Big 
Bang that radio astronomers detect wherever they turn their antennae— 
only much louder. Before November 4 arrives, we still anticipate this 
election to turn into nothing less than a national referendum on whether 
the 66 percent of the U.S. population that is white (or the 88 percent 
that isn’t black) is willing to permit a Black Candidate to enter the 
White House. a l 

Meanwhile, out of the image-dominated world of the American elite 
comes the marketing of Barack Obama, the candidate of “change.” But 
presidential elections afford scant prospects for real change in the United 
States, and certainly none in the fundamental structure of its society. No 
matter which party’s candidate wins at the polls, it is the vast majority 
of the U.S. and indeed global population that will continue to lose. 
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Humanitarian Imperialism 
The New Doctrine of Imperial Right 
NOAM CHOMSKY 


Jean Bricmont’s concept “humanitarian imperialism” succinctly 
captures a dilemma that has faced Western leaders and the Western 
intellectual community since the collapse of the Soviet Union. From the 
origins of the Cold War, there was a reflexive justification for every 
resort to force and terror, subversion and economic strangulation: the 
acts were undertaken in defense against what John F. Kennedy called 
“the monolithic and ruthless conspiracy” based in the Kremlin (or 
sometimes in Beijing), a force of unmitigated evi] dedicated to extending 
its brutal sway over the entire world. The formula covered just about 
every imaginable case of intervention, no. matter what the facts mighr be. 
But with the Soviet Union gone, either the policies would have to 
change, or new justifications would have to be devised. It became clear 
very quickly which course would be followed, casting new light on what 
had come before, and on the institutional basis of policy. 

The end of the Cold War unleashed an impressive flow of rhetoric 
assuring -the world that the West would now be free to pursue its 
traditional dedication to freedom, democracy, justice, and, human rights 
unhampered by superpower rivalry, though there were some—called 
“realists” in international relations theory—who warned that in “granting 
idealism a near exclusive hold on our foreign policy,” we may be going 
too far and might harm our interests.’ Such notions as “humanitarian 
intervention” and “the responsibility to protect” soon came to be salient 
features of Western discourse on policy, commonly described as 
establishing a “new norm” in international affairs. The millennium ended 
with an extraordinary display of self-congratulation on the part of 
Western intellectuals, awe-struck at the sight of the “idealistic new 
world bent on ending inhumanity,” which had entered a “noble phase” in 





Noam Chomsky is an Institute Professor of Linguistics at the Massachusetts 
Institute of Technology. His most recent books are Interventions (City Lights, 2007), 
Failed States (Metropolitan Books, 2007), and Inside Lebanon: Journey to a Shattered 
Land with Noam and Carol Chomsky (Monthly Review Press, 2007). This essay is 
adapted from the introduction to Jean Bricmont, “Humanitärer” Imperialismus 
(Berlin: Kai Homilius, forthcoming). An English edition, Humanitarian Imperialism: 
Using Human Rights to Sell War, is available from Monthly Review Press. 
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its foreign policy with a “saintly glow” as for the first time in history a 
state is dedicated to “principles and values,” acting from “altruism” and 
“moral fervor” alone as the leader of the “enlightened states,” hence free - 
to use force where its leaders “believe ir to be just”—only a small 
sample of a deluge from respected liberal voices.” . 

Severa] questions immediately come to mind. First, how does the 
self-image conform to the historical record prior to the end of the Cold 
War? If it does not, then what reason would there be to expect a sudden 
dedication to “granting idealism a near exclusive hold on our foreign 
policy,” or any hold at all? And how in fact did policies change with the 
superpower enemy gone? A prior question is whether such considerations 
should even arise. 

There are two views about the significance of the historical record. 
The attitude of those who celebrate the “emerging norms” is- expressed 
clearly-by one of their most distinguished scholar/advocates, international 
relations professor Thomas Weiss: critical] examination of the record, he 
writes; is nothing more than “sound-bites and invectives about 
Washington’s historically evil foreign policy,” hence “easy to ignore.”? A 
conflicting stance is that policy decisions substantially flow from 
institutional structures, and since these remain stable, examination of 
the record provides valuable insight into the “emerging norms” and the 
contemporary world. That is the stance that Bricmont adopts in his 
study of “the ideology of human rights,” and that I will adopt here. 

There is no space for a review of the record, but just to illustrate, let 
us keep to the Kennedy administration, the left-liberal extreme of the 
political spectrum, with an unusually large component of liberal 
intellectuals in policy-making positions. During these years, the standard 
formula was invoked to justify the invasion of South Vietnam ‘in 1962, 
laying the basis for one of the great crimes of the twentieth century. By 
then the U.S.-imposed client regime could no. longer control the 
` indigenous resistance evoked by massive state terror, which had killed 
tens of thousands of people. Kennedy therefore sent the U.S. Air Force 
to begin regular bombing of South Vietnam, authorized napalm and 
chemical warfare to destroy crops and ground cover, and initiated the 
programs that drove millions of South Vietnamese peasants to urban 
slums or to camps where they were surrounded by barbed wire to 
“protect” them from the South Vietnamese resistance forces that they © 
were supporting, as Washington knew. All in defense against the two 
Great Satans, Russia and China, or the “Sino-Soviet axis.” 

In the traditional domains of U.S. power, the same formula led to 
Kennedy’s shift of the mission of the Latin American military from 
“hemispheric defense”—a holdover from the Second World War—to 
“internal security.” The consequences were immediate. In the words of 
Charles Maechling—who led U.S. counterinsurgency and interna] defense 
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planning through the Kennedy and early Johnson years—U.S. policy 
shifted from toleration “of the rapacity and cruelty of the Latin American 
military” to “direct complicity” in their crimes, to U.S. support for “th 
methods of Heinrich Himmler’s extermination squads.” 
One critical case was the Kennedy administration’s preparation of the 
military coup in Brazil to overthrow the mildly social democratic Goulart 
government. The planned coup took place shortly after Kennedy’s 
assassination, establishing the first of a series of vicious National 
Security States and setting off a plague of repression throughout the 
continent that lasted through Reagan’s terrorist wars that devastated 
Central America in the 1980s. With the same justification, Kennedy’s 
1962 military mission to Colombia advised the government to resort to 
“paramilitary, sabotage and/or terrorist activities against known 
communist proponents,” actions that “should be backed by the United 
States.” In the Latin American context, the phrase “known communist 
proponents” referred to labor leaders, priests organizing peasants, human 
rights activists, in fact anyone committed to social change in violent and 
repressive societies. These principles were quickly incorporated into the 
training and practices of the military. The respected president of the 
Colombian Permanent Committee for Human Rights, former Minister of 
Foreign Affairs Alfredo Vasquez Carrizosa, wrote that the Kennedy 
administration “took great pains to transform our regular armies into 
counterinsurgency brigades, accepting the new strategy of the death 
squads,” ushering in | 
what is known in Latin America as the National Security 
Doctrine,...not defense against an external enemy,.but a way to 
make the military establishment the masters of the game [with] 
the right to combat the internal enemy, as set forth in the Brazilian 
doctrine, the Argentine doctrine, the Uruguayan doctrine, and the 
Colombian doctrine: it is the right to fight and .to exterminate 
social workers, trade unionists, men and women who are not 
supportive of the establishment, and who are assumed to be 
communist extremists. And this could mean anyone, including 
human rights activists such as myself. 


In 2002, an Amnesty International mission to protect human rights 
defenders worldwide began with a visit to Colombia, chosen because of 
its extreme record of state-backed violence against these courageous 
activists, as well as labor leaders, more of whom were killed in Colombia 
than in the rest of the world combined, not to speak of campesinos, 
indigenous people, and Afro-Colombians, the most tragic victims. As a 
member of the delegation, I was able to meet with a group of human ` 
rights activists in Vasquez Carrizosa’s heavily guarded home in Bogotá, 
hearing their painful reports and later taking testimonials in the field, a 
shattering experience. l 
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The same formula sufficed for the campaign of subversion and violence 
that placed newly independent Guyana under the rule of the cruel 
dictator Forbes Burnham. It was also invoked to justify Kennedy’s 
campaigns against Cuba after the failed Bay of: Pigs invasion. In his 
biography of Robert Kennedy, the eminent liberal historian and Kennedy 
advisor Arthur Schlesinger writes that the task of bringing “the terrors 
of the earth” to Cuba was assigned by the president to his brother, 
Robert Kennedy, who took it as his highest priority. The terrorist 
campaign continued at least through the 1990s, though in later years the 
U.S. government did not carry out the terrorist operations itself but only 
provided support for them and a haven for terrorists and their 
commanders, among them the notorious Orlando Bosch and joining him 
recently, Luis Posada Carilles. Commentators have been polite enough 
not to remind us of the Bush Doctrine: “those who harbor terrorists are 
as guilty as the terrorists themselves” and must be treated accordingly, 
by bombing and invasion; a doctrine that has “unilaterally revoked the 
sovereignty of states that provide sanctuary to terrorists,” Harvard 
international affairs specialist Graham Allison observes, and has “already 
become a de facto rule of international relations’—with the usual 
exceptions. 

Internal documents of the Kennedy-Johnson years reveal that a leading 
concern in the case of Cuba was its “successful defiance” of U.S. policies 
tracing back to the Monroe Doctrine of 1823, which declared (but could 
not yet implement) U.S. control over the hemisphere. It was feared that 
Cuba’s “successful defiance,” particularly if accompanied by successful 
independent development, might encourage others suffering from 
comparable conditions to pursue a similar path, the rational version of 
the domino theory that is a persistent feature of policy formation. For 
that reason, the documentary record reveals, it was necessary to punish 
the civilian population severely until they overthrew the offending 
government. . 

This is a bare sample of a few years of intervention under the most 
liberal U.S. administration, justified to the public in defensive terms. 
The broader record is much the same. With similar pretexts, the Russian 
dictatorship justified its harsh control of its Eastern European dungeon. 

The reasons for intervention, subversion, terror, and repression are 
not obscure. They are summarized accurately by Patrice McSherry in the 
most careful scholarly study of Operation Condor, the international 
terrorist operation established with U.S. backing in Pinochet’s Chile: 
“the Latin American militaries, normally acting with the support of the 
U.S. government, overthrew civilian governments and destroyed other 
centers of democratic power in their societies (parties, unions, 
universities, and constitutionalist sectors of the armed forces) precisely 
when the class orientation of the state was about to change or was in 
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the process of change, shifting state power to non-elite social 
sectors...Preventing such transformations of the state was a key objective 
of Latin American elites, and U.S. officials considered it a vital national 
security interest as well.”? 

It is easy to demonstrate that what are termed “national security 
interests” have only an incidental relation to the security of the nation, 
though they have a very close relation to the interests of dominant 
sectors within the imperial state, and to the general state interest of 


ensuring obedience. 

The United States is an unusually open society. Hence there is no 
difficulty documenting the leading principles of global strategy since the 
Second World War. Even before the United States entered the war, high- 
level planners and analysts concluded that in the postwar world the 
United States should seek “to hold unquestioned power,” acting to 
ensure the. “limitation of any exercise of sovereignty” by states that 
might interfere with its global designs. They recognized further that “the 
foremost requirement” to secure these ends was “the rapid fulfillment of 
a program of complete rearmament,” then as now a central component of 
“an integrated policy to achieve military and economic supremacy for the 
United States.” At the time, these ambitions were limited to “the non- 
German world,” which was to be organized under the U.S. aegis as a 
“Grand Area,” including the Western hemisphere, the former British 
Empire, and the Far East. As Russia beat back the Nazi armies after 
Stalingrad, and it became increasingly clear that Germany would be 
defeated, the plans were extended to include as much of Eurasia as 
possible. 

A more extreme version of the largely invariant grand strategy is that 
no challenge can be tolerated to the “power, position, and prestige of 
the United States,” so the American Society of International Law was 
instructed by the prominent liberal statesman Dean Acheson, one of the 
main architects of the postwar world. He was speaking in 1963, shortly 
after the missile crisis brought the world to the brink of nuclear war. 
There are few basic changes in the guiding conceptions as we proceed to 
the Bush II doctrine, which elicited unusual mainstream protest, not 
because of its basic content, but because of its brazen style and 
arrogance, as was pointed out by Clinton’s secretary of state Madeleine 
Albright, who was well aware of Clinton’s similar doctrine. 

The collapse of the “monolithic and ruthless conspiracy” led to a 
change of tactics, but not fundamental policy. That was clearly 
understood by policy analysts. Dimitri Simes, senior associate at the 
Carnegie Endowment for International Peace, observed that Gorbachev’s 
initiatives would “liberate American foreign policy from the straightjacket 
imposed by superpower hostility.”® He identified three major components 
of “liberation.” First, the United States would be able to shift NATO 
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costs to its European competitors, one way to -avert the traditional 
concern that Europe might seek an independent path. Second, the United 
States can end “the manipulation of America by third world nations.” 
The manipulation of the rich by the undeserving poor has always been a 
serious problem, particularly acute with regard to Latin America, which 
in the preceding five years had transferred some $150' billion to the 
industrial West in addition to $100 billion of capital Hight, amounting 
to twenty-five times the total value of the Alliance for Progress and 
fifteen times the Marshall Plan. This huge hemorrhage is part of a 
complicated system whereby Western banks and Latin American elites 
enrich themselves at the expense of the general population of Latin 
America, who are then saddled with the “debt crisis” that results from 
these manipulations. But thanks to Gorbachev’s capitulation the United 
States can now resist “unwarranted third world demands for assistance” 
and take a stronger stand when confronting “defiant third world 
debtors.” 

The third and most significant component of “liberation,” Simes 
continues, is that the decline in the “Soviet threat...makes military power 
more useful as a United States foreign policy instrument...against those 
who contemplate challenging important American interests.” America’s 
hands will now be “untied” and Washington can benefit from “greater 
reliance on military force in a crisis.” 

The Bush I administration, then in office, at once made clear its 
understanding of the end of the Soviet threat. A few months after the 
fall -of the Berlin Wall, the administration released a new National 
Security Strategy. On the domestic front, it called for strengthening “the 
defense industrial base,” creating incentives “to invest in new facilities 
and equipment as well as in research and development.” The phase 
“defense industrial base” is a euphemism referring to the high-tech 
economy, which relies crucially on the dynamic state sector to socialize 
cost and risk and eventually privatize profit—sometimes decades later, 
as in the case of computers and the Internet. The government 
understands well that the U.S. economy is remote from the free market 
model that is hailed in doctrine and imposed on those who are too weak 
to resist, a traditional theme of economic history, recently reviewed 
insightfully by international economist Ha-Joon Chang.’ 

In the international domain, the Bush I National Security Strategy 
recognized that “the more likely demands for the use of our military 
forces may not involve the Soviet Union and may be in the Third World, 
where new capabilities and approaches may be required.” The United 
States must concentrate attention on “lower-order threats like terrorism, 
subversion, insurgency, and drug trafficking [which] are menacing the 
United States, its citizenry, and its interests in new ways.” “Forces will 
have to accommodate to the austere environment, immature basing 
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structure, and significant ranges often encountered in the Third World.” 
“Training and research and development” will have to be “better attuned 
to the needs of low-intensity conflict,” crucially, counterinsurgency in the 
third world. With the Soviet Union gone from the scene, the world “has 
now evolved from a ‘weapon rich environmenv’ [Russia] to a ‘target rich 
environment’ [the South].” The United States will face “increasingly 
capable Third World Threats,” military planners elaborated. 

Consequently, the National Security Strategy explained, the United 
States must maintain a huge military system and the ability to project 
power quickly worldwide, with primary reliance on nuclear weapons, 
which, Clinton planners explained, “cast a shadow over any crisis or 
conflict” and permit free use of conventional forces. The reason is no 
longer the vanished Soviet threat, but rather “the growing technological 
sophistication of Third World conflicts.” That is particularly true in the 
Middle East, where the “threats to our interests” that have required 
direct military engagement “could not be laid at the Kremlin’s door,” 
contrary to decades of pretense, no longer useful with the Soviet Union 
gone. In reality, the “threat to our interests” had always been indigenous 
nationalism. The fact was sometimes acknowledged, as when Robert 
Komer, the architect of President Carter’s Rapid Deployment Force (later 
Central Command), aimed primarily at the Middle East, testified before 
Congress in 1980 that its most likely role was not to resist a (highly 
implausible) Soviet attack, but to deal with indigenous and regional 
unrest, in particular, the “radical nationalism” that has always been a 
primary concern, worldwide. 

The term “radical” falls into the same category as “known Communist 
proponent.” It does not mean radical. Rather, it means not under our 
control. Thus Iraq at the time was not radical. On the contrary, Saddam 
continued to be a favored friend and ally well after he had carried out 
his most horrendous atrocities (Halabja, al-Anfal, and others) and after 
the end of the war with Iran, for which he had received substantial 
support from the Reagan administration, among others. In keeping with 
these warm relations, in 1989 President Bush invited Iraqi nuclear 
engineers to the United States for advanced training in nuclear weapons 
development, and in early 1990, sent a high-level Senatorial delegation to 
Iraq to convey his personal greetings to his friend Saddam. The 
delegation was led by Senate majority leader Bob Dole, later Republican 
presidential candidate, and included other prominent Senators. They 
brought Bush’s personal greetings, advised Saddam that he should 
disregard criticisms he might hear from some segments of the 
irresponsible American press, and assured him that the government 
. would do what it could to end these unfortunate practices. 

A few months later Saddam invaded Kuwait, disregarding orders, or 
perhaps misunderstanding ambiguous signals from the State Department. 
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That was a real crime, and he instantly switched from respected friend 
to evil incarnate. 

It is instructive to consider the reaction to Saddam’s invasion of 
Kuwait, both the rhetorical outrage and the military response, a 
devastating blow to Iraqi civilian society that left the tyranny firmly in 
place. The events and their interpretation reveal a good deal about the 
continuities of policy after the collapse of the Soviet Union and about 
the intellectual and moral culture that sustains policy decisions. 

Saddam’s invasion of Kuwait in August 1990 was the second case of 
post-Cold War aggression. The first was Bush’s invasion of Panama afew 
weeks after the fall of the Berlin Wall, in November 1989. The Panama 
invasion was scarcely more than a footnote to a long and sordid history, 
but it differed from earlier exercises in some respects. A basic difference 
was explained by Elliott Abrams, then a high official responsible for 
Near East and North African Affairs, now charged with “promoting 
democracy” under Bush H, particularly in the Middle East. Echoing 
Simes, Abrams observed that “developments in Moscow have lessened 
the prospect for a small operation to escalate into a superpower 
conflict.”° The resort to force, as in Panama, was more feasible than 
before, thanks to the disappearance of the Soviet deterrent. Similar 
reasoning applied to the reaction to Iraq’s invasion of Kuwait. With the 
Soviet deterrent in place, the United States and Britain would have been 
unlikely to risk placing huge forces in the desert and carrying out the 
military operations in the manner they did. 

The goal of the Panama invasion was to kidnap Manuel Noriega, a 
- petty thug who was brought to Florida and sentenced for narcotrafficking 
and other crimes that were mostly committed when he was on the CIA 
payroll. But he had become disobedient—for example, failing to support 
Washingtons terrorist war against Nicaragua with sufficient 
enthusiasm—so he had to go. The Soviet threat could no longer be 
invoked in the standard fashion, 80 the action was depicted as defense 
of the United States from Hispanic narcotrafficking, which was 
overwhelmingly in the domain of Washington’s Colombian allies. While 
presiding over the invasion, President Bush announced new loans to Iraq’ 
to achieve the “goal of increasing U.S. exports and put us in a better 
position to deal with Iraq regarding its human rights record”—so the 
State Department replied to the few inquiries from Congress, apparently 
without irony. The media wisely chose silence. 

Victorious aggressors do not investigate their crimes, so the toll of 
Bush’s Panama invasion is not known with any precision. It appears, 
however, that it was considerably more deadly than Saddam’s invasion of 
Kuwait a few months later. According to Panamanian human rights 
groups, the U.S. bombing of the El Chorillo slums and other civilian 
targets killed several] thousand poor people, far more than the estimated 
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toll of the invasion of Kuwait. The matter is of no interest in the West, 
but Panamanians have not forgotten. In December 2007, Panama once 
again declared a Day of Mourning to commemorate the U.S. invasion; it 
scarcely merited a flicker of an eyelid in the United States. 

Also gone from history is the fact that Washington’s greatest fear 
when Saddam invaded Kuwait was that he would imitate the U.S. 
invasion of Panama. Colin Powell, then chairman of the Joint Chiefs of 
Staff, warned that Saddam “will withdraw, [putting] his puppet in. 
Everyone in the Arab world will be happy.” In contrast, when Washington 
partially withdrew from Panama after putting its puppet in, Latin 
Americans were far from happy. The invasion aroused great anger 
throughout the region, so much so that the new regime was expelled 
from the Group of Eight Latin American democracies as a country under 
military occupation. Washington was well aware, Latin American scholar 
Stephen Ropp observed, “that removing the mantle of United States 
protection would quickly result in a civilian or military overthrow of 
Endara and his supporters”—that is, the regime of bankers, businessmen, 
and narcotraffickers installed by Bush’s invasion. Even that government’s 
own Human Rights Commission charged four years later that the right 
to self-determination and sovereignty of the Panamanian people continues 
to be violated by the “state of occupation by a foreign army.” Fear that 
Saddam would mimic the invasion of Panama appears to be the main 
reason why Washington blocked diplomacy and insisted on war, with 
almost complete media cooperation—and, as is often the case, in 
violation of public opinion, which on the eve of the invasion, 
overwhelmingly supported a regional conference to settle the 
confrontation along with other outstanding Middle East issues. That was 
essentially Saddam’s proposal at the time, though only those who read 
fringe dissident publications or conducted their own research projects 
could have been aware of that. 

Washington’s concern for human rights in Iraq was dramatically 
revealed, once again, shortly after the invasion, when Bush authorized 
Saddam to crush a Shiite rebellion in the South that would probably 
have overthrown him. Official reasoning was outlined by Thomas 
Friedman, then chief diplomatic correspondent of the New York Times. 
Washington hoped for “the best of all worlds,” Friedman explained: “an 
iron-fisted Iraqi junta without Saddam Hussein” that would restore the 
“status quo ante when Saddam’s “iron fist...held Iraq together, much to 
the satisfaction of the American allies Turkey and Saudi Arabia”—and, of 
course, the boss in Washington. But this happy outcome proved. 
unfeasible, so the masters of the region had to settle for second best: 
the same “iron fist” they had been fortifying all along. Veteran Times 
Middle East correspondent Alan Cowell added that the rebels failed 
because “very few people outside Iraq wanted them to win”: The United 
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States and “its Arab coalition partners” came to “a strikingly unanimous 
view [that] whatever the sins of the Iraqi leader, he offered the West and 
the region a better hope for his country’s stability than did those who 
have suffered his repression.” 

The term “stability” is used here in its standard technical meaning: 
subordination to Washington’s will. There is no contradiction, for 
example, when liberal commentator James Chace, former editor of Foreign 
Affairs, explains that the United States sought to “destabilize a freely 
elected Marxist government in Chile” because “we were determined to 
seek stability” (under the Pinochet dictatorship). 

With the Soviet pretext gone, the record of criminal intervention 
continued much as before. One useful index is military aid. As is well 
known in scholarship, U.S. aid “has tended to flow disproportionately to 
Latin American governments which torture their citizens,...to the 
hemisphere’s relatively egregious violators of fundamental human rights.” 
That includes military aid, is independent of need, and runs through the 
Carter period.’ More wide-ranging studies by economist Edward Herman 
found a similar correlation worldwide, also suggesting a plausible 
explanation. He found that aid, not surprisingly, is correlated with 
improvement in the investment climate. Such improvement is often 
achieved by murdering priests and union leaders, massacring peasants 
trying to organize, blowing up the independent press, and so on.- The 
result is a secondary correlation between aid and egregious violation of 
human rights. It would be wrong, then, to conclude that U.S. leaders 
(like their counterparts elsewhere) prefer torture; rather, it has little 
weight in comparison with more important values. These studies precede 
the Reagan years, when the questions were not worth posing because the 
correlations were so overwhelmingly obvious. ; 

The pattern continued after the Cold War. Outside of Israel an 
Egypt, a separate category, the leading recipient of U.S. aid as the Cold 
War ended was El Salvador, which, along with Guatemala, was the site 
of the most extreme terrorist violence of the horrifying Reagan years in 
Central America, almost entirely attributable to the state terrorist forces 
armed and trained by Washington, as subsequent Truth Commissions 
documented. Washington was barred by Congress from providing aid 
directly to the Guatemalan murderers. They were effusively lauded by 
Reagan, but he had to turn to an international terror network of proxy 
states to fill the gap. 

In El Salvador, however, the United States could carry out the 
terrorist war unhampered by such annoyances. One prime target was the 
Catholic Church, which had committed a grave sin: it began to take the 
Gospels seriously and adopted “the preferential option for the poor.” It 
therefore had to be destroyed by U.S.-backed violence, with strong 
Vatican support. The decade opened with the 1980 assassination of 
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Archbishop Romero while saying mass, a few days after he had sent a 
letter to President Carter pleading with him to cut off aid to the 
murderous junta, aid that “will surely increase injustice here and sharpen 
the repression that has been unleashed against the people’s organizations 
fighting to defend their most fundamental human rights.” Aid soon 
flowed, paving the way for “a war of extermination and genocide against 
a defenseless civilian population,” as the aftermath was described by 
Archbishop Romero’s successor. The decade ended when the elite 
Atlacat] Brigade, armed and trained by Washington, blew out the brains 
of six leading Latin American intellectuals, Jesuit priests, after compiling 
a bloody record of the usual victims. None of this enters elite Western 
consciousness, by virtue of “wrong agency.” 

By the time Clinton took over, a political settlement had been reached 
in E] Salvador, so it lost its position as leading recipient of U.S. military 
aid. It was replaced by Turkey, then conducting some of the worst 
atrocities of the 1990s, targeting its harshly oppressed Kurdish 
population. Tens of thousands were killed, 3,500 towns and villages were 
destroyed, huge numbers of refugees fled (three million, according to 
analyses by Kurdish human rights organizations), large areas were laid 
waste, dissidents were imprisoned, hideous torture and other atrocities 
were standard fare. Clinton provided 80 percent of the needed arms, 
including high-tech equipment used for savage crimes. In the single year 
1997, Clinton sent more military aid to Turkey than in the entire Cold 
War period combined before the counterinsurgency campaign began. 
Media and commentary remained silent, with the rarest of exceptions. 

By 1999, state terror had largely achieved its goals, so Turkey was 
replaced as leading recipient of military aid by Colombia, which had by 
far the worst human rights record in the hemisphere, as the programs of 
coordinated state-paramilitary terror inaugurated by Kennedy took a 
shocking toll. 

Meanwhile other major atrocities continued to receive full support. 
One of the most extreme was the sanctions against Iraqi civilians after 
the large-scale demolition of Iraq in the bombing of 1991, which also 
destroyed power stations and sewage and water facilities, effectively a 
form of biological warfare. The horrific impact of the U.S.-UK sanctions, 
formally implemented by the UN, aroused so much public concern that 
in 1996 a humane modification was introduced: the “oil for food” 
program, which permitted Iraq to use profits from oil exports for the 
needs of its suffering people. The first director of the program, the 
distinguished international diplomat Denis Halliday, resigned in protest 
after two years, declaring the program to be “genocidal.” He was 


replaced by another distinguished international diplomat, Hans von ` 


Sponeck, who resigned two years later, charging that the program 
violated the Genocide Convention. Von Sponeck’s resignation was 
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followed immediately by that of Jutta Burghardt, in charge of the UN 
Food Program, who joined the declaration of protest by Halliday and von 
Sponeck. To mention only one figure, “During the years when the 
sanctions were imposed, from 1990 to 2003, there was a sharp increase 
in mortality from 56 per thousand children under five years of age in the 
early 1990s to 13] per thousand under five years of age at the beginning 
of the new century,” and “everyone can easily understand that this was 
due to the economic sanctions” (von Sponeck). Massacres of that scale 
are rare, and to acknowledge this one would be doctrinally difficult. 
Accordingly, great efforts were made to. shift the blame to UN 
incompetence, “the largest fraud ever recorded in history” (Wall Street 
Journal). The fraudulent “fraud” was quickly exposed; it turned out that 
Washington and U.S. business were the major culprits. But the charges 
were too valuable to be allowed to vanish. 

Halliday and von Sponeck had numerous investigators all over Iraq, 
which enabled them to know more about the country than any other 
Westerners. They were barred from the U.S. media during the buildup to 
the war. The Clinton administration also prevented von Sponeck from 
informing the UN Security Council, which was technically responsible, 
about the effects of the sanctions on the population. “This man in 
Baghdad is paid to work, not to speak,” State Department spokesman 
James Rubin explained. U.S.-UK media evidently agree. Von Sponeck’s 
carefully documented account of the impact of the U.S.-UK sanctions 
was published in 2006, to resounding silence.’® 

The sanctions devastated the civilian society, killing hundreds of 
thousands of people while strengthening the tyrant, compelling the 
population to rely on him for survival, and probably saving him from the 
fate of other mass murderers and torturers who were supported to the 
end of their bloody rule by the United States, the United Kingdom, and 
their allies: Ceausescu, Suharto, Mobutu, Marcos, and a rogues gallery of 
others, to which new names are regularly added. The studied refusal to 
give Iraqis an opportunity to take their fate into their own hands by 
releasing the stranglehold of the sanctions, as Halliday and von Sponeck 
recommended, eliminates whatever thin shred of justification for the 
invasion may be concocted by apologists for state violence. 

Also continuing without change through the 1990s was strong U.S.- 
UK support for General Suharto of Indonesia—“our kind of guy,” the 
Clinton administration happily announced when he was welcomed in 
Washington. Suharto had been a particular favorite of the West ever 
since he took power in 1965, presiding over a “staggering mass slaughter” 
that was “a gleam of light in Asia,” the New York Times reported, while 
praising Washington for keeping its crucial role hidden so as not to 
embarrass the “Indonesian moderates” who took over. The general 
reaction in the West was unconcealed euphoria after the mass slaughter, 
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which the CIA compared to the crimes of Hitler, Stalin, and Mao. 
Suharto opened the country’s wealth to Western exploitation, compiled 
one of the worst human rights records in the world, and also won the 
world record for corruption, far surpassing Mobutu and other Western 


favorites. On the side, he invaded the former Portuguese colony of East 


Timor in 1975, carrying out one of the worst crimes of the late rwentieth 
century, leaving perhaps one-quarter of the population dead and the 
country ravaged. From the first moment, he benefitted from decisive 
U.S. diplomatic and military support, joined by Britain as atrocities 
peaked in 1978, while other Western powers also sought to gain what 
they could by backing virtual genocide in East Timor. The U.S.-UK flow 
of arms and training of the most vicious counterinsurgency units 
continued without change through 1999 as Indonesian atrocities escalated 
once again, far beyond anything in Kosovo at the same time before the 
NATO bombing. Australia, which had the most detailed information on 
the atrocities, also participated actively in training the most murderous 
elite units. 

In April 1999, there was a series of particularly brutal massacres, as 
in Liquica, where at least sixty people were murdered when they took 
refuge in a church. The United States reacted at once. Admiral Dennis 
Blair, U.S. Pacific commander, met with Indonesian army chief General 
Wiranto, who supervised the atrocities, assuring him of U.S. support 
and assistance and proposing a new U.S. training mission, one of several 
such contacts at the time. Highly credible church sources estimated that 
3,000-5,000 were murdered from February through July. 

In August 1999, in a UN-run referendum, the population voted 
overwhelmingly for independence, a remarkable act of courage. The 
. Indonesian army and its paramilitary associates reacted by destroying the 

capital city of Dili and driving hundreds of thousands of the survivors 
into the hills. The United States and Britain were unimpressed. 
Washington lauded “the value of the years of training given to 
Indonesia’s future military leaders in the United States and the millions 
of dollars in military aid for Indonesia,” the press reported, urging more 
of the same for Indonesia and throughout the world. A senior diplomat 
in Jakarta explained succinctly that “Indonesia matters and East Timor 
doesn’t.” While the remnants of Dili were smoldering and the expelled 
population were starving in the hills, Defense Secretary William Cohen, 
on September 9, reiterated the official U.S. position that occupied East 
Timor “is the responsibility of the Government of Indonesia, and we 
don’t want to take that responsibility away from them.” 

A few days later, under intense international and domestic pressure 
(much of it from influential right-wing Catholics), Clinton quietly 
informed the Indonesian generals that the game was over, and they 
instantly withdrew, allowing an Australian-led UN peace-keeping force to 
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enter the country unopposed. The lesson is crystal clear. To end the 
aggression and virtual ‘genocide of the preceding quarter-century there 
was no need to bomb Jakarta, to impose sanctions, or in fact to do 
~- anything except to stop participating actively in the crimes. The lesson, 
however, cannot be drawn, for évident doctrinal reasons. Amazingly, the 
events have been reconstructed as a remarkable success of humanitarian 
intervention in September 1999, evidence of the enthralling “emerging 
X} norms” inaugurated by the “enlightened states.” One can only wonder 

whether a totalitarian state could achieve anything comparable. 
., The British record was even more grotesque. The Labor government 
„continued to deliver Hawk jets to Indonesia as late as September 23, 
1999, two weeks after the European Union had imposed an embargo, 
_ three days after the Australian peace-keeping force had landed, well after 
it had been revealed that these aircraft had been deployed over East 
Timor once again, this time as part of the pre-referendum intimidation 
operation. Under New Labour, Britain became the leading supplier of 
arms to Indonesia, over the strong protests of Amnesty International, 
Indonesian dissidents, and Timorese victims. The reasons were explained 
by Foreign Secretary Robin Cook, the author of the new “ethical foreign 
policy.” The arms shipments were appropriate because “the government 
is committed to the maintenance of a strong defence industry, which is a 
, Strategic part of our industrial base,” as in the United States and 
i, elsewhere. For similar reasons, Prime Minister Tony Blair later approved 
the sale of spare parts to Zimbabwe for British Hawk fighter jets being 
used by Mugabe in a civil war that cost tens of thousands of lives. 
Nonetheless, the new ethical policy was an improvement over Thatcher, 
whose defense procurement minister Alan Clark had announced that “My 
responsibility is to my own people. I dopt really fill my mind much with 

what one set of foreigners is doing to another.”” 

It is against this background, barely sampled here, that the chorus olm 
admired Western intellectuals praised themselves and their “enlightened 
states” for opening an inspiring new era of humanitarian intervention. 
guided by the “responsibility to protect,” now solely dedicated tc 
“principles and values,” acting from “altruism” and “moral fervor” alone 
under the leadership of the “idealistic new world bent on ending” 
i now in a “noble phase” of its foreign policy with a “sainth 

Ow.” 

The chorus of self-adulation also devised a new literary genre_ 
castigating the West for its failure to respond adequately to the crime 
of others (while scrupulously avoiding any reference to its own crimes)» 
It was lauded as courageous and daring. Few allowed themselves t 

i perceive that comparable work would have been warmly welcomed in th 
Kremlin, pre-Perestroika. The most prominent example was the lavish} 
praised Pulitzer Prize-winning work “A Problem from Hell”: America an 
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the Age of Genocide, by Samantha Power, of the Carr Center for Human 
Rights Policy at the Kennedy School at Harvard University. It is unfair to 
say that Power avoids all U.S. crimes. A scattering are casually 
mentioned, but explained away as derivative of other concerns. Power 
does bring up one clear case: East Timor, where, she writes, Washington 
“looked away”—namely, by authorizing the invasion; immediately 
providing Indonesia with new counterinsurgency equipment; rendering 
the UN “utterly ineffective” in any effort to stop the aggression and 
slaughter, as UN ambassador Daniel Patrick Moynihan proudly recalled 
in his memoir of his UN service; and then continuing to provide decisive 
diplomatic and military support for the next quarter-century, in the 
manner briefly indicated. a 

Summarizing, after the fall of the Soviet Union, policies continued 
with little more than tactical modification. But new pretexts were | 
needed. The new norm of humanitarian intervention fit the requirements 
very well. It was only necessary to put aside the shameful record of 
earlier crimes as somehow irrelevant to the understanding of societies 
and cultures that had scarcely changed, and to disguise the fact that 
these crimes continued much as before. This is a difficulty that arises 
frequently, even if not as dramatically as it did after the collapse of the 
routine pretext for crimes. The standard reaction is to abide by a maxim 
of Tacitus: “Crime once exposed has no refuge but audacity.” One does 
not deny the crimes of past and. present; it would be a grave error to 
open that door. Rather, the past must be effaced and the present ignored 
as we march on to a glorious new future. That is, regrettably, a fair 
rendition of leading features of the intellectual culture in the post-Soviet 
era. 

Nevertheless, it was imperative to find, or least to contrive, a few 
examples to illustrate the new magnificence. Some of the choices were 
truly astonishing. One, regularly invoked, is the humanitarian 
intervention of mid-September 1999 to rescue the East Timorese. The 
term “audacity” does not begin to capture this exercise, but it proceeded 
with little difficulty, testifying once again to what Hans Morgenthau, the 
founder of realist international relations theory, once called “our 
conformist subservience to those in power.” There is no need to waste 
time on this achievement. 

A few other examples were tried, also impressive in their audacity. 
«One favorite was Clinton’s military intervention in Haiti in 1995, which 

«did in fact bring an end to the horrendous reign of terror that was 
unleashed when a military coup overthrew the first democratically elected 
oresident of Haiti, Jean-Bertrand Aristide, in 1991, a few months after he 
ook office. To sustain the self-image, however, it has been necessary to 
suppress some inconvenient facts. The Bush I administration devoted 
substantial effort to undermine the hated Aristide regime and prepare 
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the grounds for the anticipated military coup. It then instantly turned to 
support for the military junta and its wealthy supporters, violating the 
OAS embargo—or as the New York Times preferred to describe the facts, 
“fine tuning” the embargo to exempt U.S. businesses, for the benefit of 
the Haitian people. Trade with the junta increased under Clinton, who 
also illegally authorized Texaco to supply oil to the junta. Texaco was a 
natural choice. It was Texaco that supplied oil to the Franco regime in 
the late 1930s, violating the embargo and U.S. law, while Washington 
pretended that it did not know what was being reported in the left 
press—later conceding quietly that it of course knew all along. 

By 1995, Washington felt that the torture of Haitians had proceeded 
long enough, and Clinton sent the Marines in to topple the junta and 
restore the elected government—but on conditions that were sure to 
destroy what was left of the Haitian economy. The restored government 
was compelled to accept a harsh neoliberal program, with no barriers to 
U.S. export and investment. Haitian rice farmers are quite efficient, but 
cannot compete with highly subsidized U.S. agribusiness, leading to the 
anticipated collapse. One small successful business in Haiti produced 
chicken parts. But Americans do not like dark meat, so the huge U.S. 
conglomerates that produce chicken parts wanted to dump them on 
others. They tried Mexico and Canada, but those are functioning 
societies that could prevent the illegal dumping. Haiti had been 
compelled to be defenseless, so even that small industry was destroyed. 
The story continues, declining to still further ugliness, unnecessary to 
review here.” 

In brief, Haiti fails into the familiar pattern, a particularly disgraceful 
illustration in light of the way that Haitians have been tortured, first by 
France and then by the United States, in part in punishment for having 
dared to be the first free country of free men in the hemisphere. 

Other attempts at self-justification fared no better, until, ar last, 
Kosovo came to the rescue in 1999, opening the floodgates. The torrent 
of self-congratulatory rhetoric became an uncontrollable deluge. 

The Kosovo case is, plainly, of great significance in sustaining the 
self-glorification that reached a crescendo at the end of the millennium, 
and in justifying the Western claim of a right of unilateral intervention. 
Not surprisingly, then, there is a strict Parry Line on NATO’s bombing 
of Kosovo. 

The doctrine was articulated with eloquence by Vaclav Havel, as the 
bombing ended. The leading U.S. intellectual journal, the left-libere 
New York Review of Books, turned to Have] for “a reasoned explanation’ 
of why the NATO bombing must be supported, publishing his address te- 
the Canadian Parliament, “Kosovo and the End of the Nation-State’ 
(June 10, 1999). For Havel, the Review observed, “the war in Yugoslavi. 
is a landmark in international relations: the first time that the huma 
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rights of a people—the Kosovo Albanians—have unequivocally come first.” 
Havel’s address opened by stressing the extraordinary significance and 
import of the Kosovo intervention. It shows that we may at last be 
entering an era of true enlightenment that will witness “the end of the 
nation-state,” which will no longer be “the culmination of every national 
community’s history and its highest earthly value,” as has always been 
true in the past. The “enlightened efforts of generations of democrats, 
the terrible experience of two world wars,...and the evolution of 
civilization have finally brought humanity to the recognition that human 
beings are more important than the state,” so the Kosovo intervention 
reveals. 

Havel’s “reasoned explanation” of why the bombing was just reads as 
follows: “there is one thing that no reasonable person can deny: this is 
probably the first war that has not been waged in the name of ‘national 
interests,’ but rather in the name of principles and values... [NATO] is 
fighting out of concern for the fate of others. It is fighting because no 
decent person can stand by and watch the systematic state-directed 
murder of other people....The alliance has acted out of respect for human 
rights, as both conscience and legal documents dictate. This is an 
important precedent for the future. It has been clearly said that it is 
simply not permissible to murder people, to drive them from their 
homes, to torture them, and to confiscate their property.” 

Stirring words, though a few qualifications might be appropriate: to 
mention just one, it remains permissible, indeed obligatory, not only to 
tolerate such actions but to contribute massively to them, ensuring that 
they reach still greater peaks of fury—within NATO, for example—and of 
course to conduct them on one’s own, when that is necessary. 

Havel had been a particularly admired commentator on world affairs 
since 1990, when he addressed a joint session of Congress immediately 
after his fellow dissidents were brutally murdered in El Salvador (and 
the United States had invaded Panama, killing and destroying). He 
received a thunderous standing ovation for lauding the “defender of 
freedom” that had armed and trained the murderers of the six leading 
Jesuit intellectuals and tens of thousands of others, praising it for having 
“understood the responsibility that flowed” from power and urging it to 
continue to put “morality ahead of politics”’—as it had done throughout 
Reagan’s terrorist wars in Central America, in support for South Africa 
as it murdered some 1.5 million people in neighboring countries, and 
many other glorious deeds. The backbone of our actions must be 
“responsibility,” Havel instructed Congress: “responsibility to something 
higher than my family, my country, my company, my success.” 

The performance was welcomed with rapture by liberal intellectuals. 
«Capturing the general awe and acclaim, the editors of the Washington 

Post orated that Havel’s praise for our nobility provided “stunning 
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evidence” that his country is “a prime source” of “the European 
intellectual] tradition” as his “voice of conscience” spoke “compellingly of 
the responsibilities that large and small powers owe each other.” At the 
left-liberal extreme, Anthony Lewis wrote that Havel’s words remind us 
that “we live in a romantic age.” A decade later, still at the outer limits 
of dissidence, Lewis was moved and persuaded -by the argument that 
Havel had “eloquently stated” on the bombing of Serbia, which he 
thought eliminated all residual doubts about Washington’s cause and 
signaled a “landmark in international relations.” | - | 

The Party Line has been guarded with vigilance. To cite a few current 
examples, on the occasion of Kosovo’s independence the Wall Street 
Journal wrote that Serbian police and troops were “driven from the 
province by the U.S.-led aerial bombing campaign of [1999], designed to 
halt dictator Slobodan MiloSeviz’s brutal attempt to drive out the 
province’s ethnic Albanian majority” (February 25, 2008). Francis 
Fukuyama urged in the New York Times (February 17, 2008) that “in the 
wake of the Iraq debacle,” we must not forget the important lesson of 
the 1990s “that strong countries like the United States should use their 
power to defend human rights or promote democracy”: crucial evidence 
is that “ethnic cleansing against the Albanians in Kosovo was stopped 
only through NATO bombing of Serbia itself.” The editors of the liberal 
New Republic wrote that MiloSeviz “set out to pacify [Kosovo] using 
his favored tools: mass expulsion, systematic rape, and murder,” but 
fortunately the West would not tolerate the crime “and so, in March 
1999, NATO began a bombing campaign” to end the “slaughter and 
sadism.” The “nightmare has a happy ending for one simple reason: 
because the West used its military might to save them” (March 12, 
2008). The editors added that “You would need to have the heart of a 
Kremlin functionary to be unmoved by the scene that unfolded in 
Kosovo’s capital Pristina,” celebrating “a fitting and just epilogue to the 
last mass crime of the twentieth century.” In less exalted but 
conventional terms, Samantha Power writes that “Serbia’s atrocities had 
of course provoked NATO action.” . 

; Citing examples is misleading, because the doctrine is held with 
virtua] unanimity, and considerable passion, or perhaps “desperation” 
would be a more appropriate word. The reference to “Kremlin 
functionaries” by the editors of the New Republic is appropriate in ways 
they did not intend. The rare efforts to adduce the uncontroversial and 
well-documented record elicit impressive tantrums, when they are not 
simply ignored. 

The record is unusually rich, and the facts presented in impeccable 
Western sources are explicit, consistent, and extensively documented. 
The sources include two major State Department compilations released 
to justify the bombing and a rich array of documents from the 
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Organization for Security and Cooperation in Europe (OSCE), NATO, the 
UN, and others. They also include a British parliamentary inquiry. And, 
notably, the very instructive reports of the monitors of the OSCE Kosovo 
Verification Mission established at the time of the October cease-fire 
negotiated by U.S. Ambassador Richard Holbrooke. The monitors 
reported regularly on the ground from a few weeks later until March 19, 
when they were withdrawn (over Serbian objections) in preparation for 
the March 24 bombing. 

The documentary record is treated with what anthropologists call 
“ritual avoidance.” And there is a good reason. The evidence, which is 
unequivocal, leaves the Party Line in tatters. The standard claim that 
“Serbia’s atrocities had of course provoked NATO action” directly 
reverses the unequivocal facts: NATO’s action provoked Serbia’s 
atrocities, exactly as anticipated.” 

Western documentation reveals that Kosovo was an ugly place prior 
to the bombing—though not, unfortunately, by international standards. 
Some 2,000 are reported to have been killed in the year before the NATO 
bombing. Atrocities were distributed between the Kosovo Liberation 
Army (KLA) guerrillas attacking from Albania and Federal Republic of 
Yugoslav (FRY) security forces. An OSCE report accurately summarizes 
the record: The “cycle of confrontation can be generally described” as 
KLA attacks on Serb police and civilians, “a disproportionate response 
by the FRY authorities,” and “renewed KLA. activity.” The British 
government, the most hawkish element in the alliance, attributes most of 
the atrocities in the relevant period to the KLA, which in 1998 had been 
condemned by the United States as a “terrorist organization.” On March 
24, as the bombing began, British Defense Minister George Robertson, 
later NATO secretary-general, informed the House of Commons that until 
mid-January 1999, “the [Kosovo Liberation Army] were responsible for 
more deaths in Kosovo than the Serbian authorities had been.” In citing 
Robertson’s testimony in A New Generation Draws the Line, | wrote that 
he must be mistaken; given the distribution of force, the judgment was 
simply not credible. The British parliamentary inquiry, however, reveals 
that his judgment was confirmed by Foreign Secretary Robin Cook, who 
told the House on January 18, 1999, that the KLA “has committed more 
breaches of the ceasefire, and until this weekend was responsible [or 
more deaths than the [Yugoslav] security forces.” 

Robertson and Cook are referring to the Racak massacre of January 
15, in which 45 people were reported killed. Western documentation 
reveals no notable change in pattern from the Racak massacre until the 
withdrawal of the Kosovo Verification Mission monitors on March 19. So 
even factoring that massacre in (and overlooking questions about what 
happened), the conclusions of Roberrson and Cook, if generally valid in 
mid-January, remained so until the announcement of the NATO bombing. 
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One of the few serious scholarly studies even to consider these matters, 
a careful and judicious study by Nicholas Wheeler, estimates that Serbs 
were responsible for 500 of the 2,000 reported killed in the year before 
the bombing. For comparison, Robert Hayden, a specialist on the Balkans 
who is director of the Center for Russian and East European Studies of 
the University of Pittsburgh, observes that “the casualties among Serb 
civilians in the first three weeks of the war are higher than all of the 
casualties on both sides in Kosovo in the three months that led up to 
this war, and | yet those three months were supposed to be a humanitarian 
catastrophe.” 

U.S. intelligence reported that the KLA “intended to draw NATO into 
its fight for independence by provoking Serb atrocities.” The KLA was 
arming and “taking very provocative steps in an effort to draw the west 
into the crisis,” hoping for a brutal Serb reaction, Holbrooke commented. 
KLA leader Hashim Thaci, now prime minister of Kosovo, informed BBC 
investigators that when the KLA killed Serb policemen, “We knew we 
were endangering civilian lives, too, a great number of lives,” but the 
predictable Serb revenge made the actions worthwhile. The top KLA 
military commander, Agim Ceku, boasted that the KLA shared in the 
victory because “after all, the KLA brought NATO to Kosovo” by carrying 
out attacks in order to elicit violent retaliation. 

So matters continued until NATO initiated the bombing, knowing 
that it was “entirely predictable” that the FRY would respond on the 
ground with violence, General Wesley Clark informed the press; earlier 
he had informed the highest U.S. government officials that the bombing 
would lead to major crimes, and that NATO could do nothing to prevent ` 
them. The details conform to Clark’s predictions. The press reported 
that “The Serbs began attacking Kosovo Liberation Army strongholds on 
March 19,” when the monitors were withdrawn in preparation for the 
bombing, “but their attack kicked into high gear on March 24, the night 
NATO began bombing Yugoslavia.” The number of internally displaced, 
which had declined, rose again to 200,000 after the monitors were 
withdrawn. Prior to the bombing, and for two days following its onset, 
the United Nations High Commissioner for Refugees (UNHCR) reported 
no data on refugees. A week after the bombing began, the UNHCR began 
to tabulate the daily flow. i 

In brief, it was well understood by the NATO leadership that the 
bombing was not a response to the huge atrocities in Kosovo, but was 
their cause, exactly as anticipated: Furthermore, at the time the bombing 
was initiated, there were two diplomatic options on the table: the 
proposal of NATO, and the proposal of the FRY (suppressed in the West, 
virtually without exception). After 78 days of bombing, a compromise 
was reached between them, suggesting that a peaceful settlement might 
have been possible, avoiding the terrible crimes that were the anticipated 
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reaction to the NATO bombing. 

The MiloSevie indictment for war crimes in Kosovo, issued during 
the NATO bombing, makes no pretense to the contrary. The indictment, 
based on U.S.-UK intelligence, keeps to crimes committed during the 
NATO bombing. There is only one exception: the Racak massacre in 
January. “Senior officials in the Clinton administration were revolted and 
outraged,” Samantha Power writes, repeating the conventional story. It is 
hardly credible that Clinton officials were revolted or outraged, or even 
cared. Even putting aside their past support for far worse crimes, it 
suffices to consider their reaction to the massacres in East Timor shortly 
after, for example in Liquica, a far worse crime than Racak, which led 
the same Clinton officials to increase their participation in the ongoing 
slaughter. 

Despite his conclusions on the distribution of killings, Wheeler 
supports the NATO bombing on the grounds that there would have been 
even worse atrocities had NATO not bombed. The argument is that by 
bombing with the anticipation that it would lead to atrocities, NATO 
was preventing atrocities. The fact that these are the strongest arguments 
that can be contrived by serious analysts tells us a good deal about the 
decision to bomb, particularly when we recall that there were diplomatic 
options and that the agreement reached after the bombing was a 
compromise between them. 

Some have tried to support this line of argument by appealing to 
Operation Horseshoe, an alleged Serbian plan to expel Kosovar Albanians. 
The plan was unknown to the NATO command, as General Clark 
attested, and is irrelevant on those grounds alone: the criminal resort to 
violence cannot be justified by something discovered afterwards. The 
plan was exposed as a probable intelligence forgery, but that is of no 
relevance either. It is almost certain Serbia had such contingency plans, 
just as other states, including the United States, have hair-raising 
contingency plans even for remote eventualities. 

An even more astonishing effort to justify the NATO bombing is that 
the decision was taken under the shadow of Srebrenica and other 
atrocities of the early "90s. By that argument, it follows that NATO 
should have been calling for the bombing of Indonesia, the United States, 
and the United Kingdom, under the shadow of the vastly worse 
atrocities they had carried out’in East Timor and were escalating again 
when the decision to bomb Serbia was taken—for the United States and 
United Kingdom, only a small part of their criminal record. A last 
desperate effort to grasp at some straw is that Europe could not tolerate 
the pre-bombing atrocities right near its borders—though NATO not 
only tolerated, bur strongly supported far worse atrocities right within 
NATO in the same years, as already discussed. 

Without running through the rest of the dismal record, it is hard to 
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think of a case where the justification for the resort to criminal violence 
is so weak. But the pure justice and nobility of the actions has become a 
doctrine of religious faith, understandably: What else can justify the 
chorus of self-glorification that brought the millennium to an end? What 
else can be adduced to support the “emerging norms” that authorize the 
idealistic New World and its allies to use force where their leaders 
“believe it to be just”? 

Some have speculated on the actual reasons for the NATO bombing, 
The highly regarded military historian Andrew Bacevich dismisses 
humanitarian claims and alleges that along with the Bosnia intervention, 
the bombing of Serbia was undertaken to ensure “the cohesion of NATO 
and the credibility of American power” and “to sustain American 
primacy” in Europe. Another respected analyst, Michael Lind, writes that 

“a major strategic goal of the Kosovo war was reassuring Germany so it 
would not develop a defense policy independent of the U.S.-dominated 
NATO alliance.” Neither author presents any basis for the conclusions."® 

Evidence does exist however, from the highest level of the Clinton 
administration. Strobe Talbott, who was responsible for diplomacy during 
the war, wrote the foreword to a book on the war by his associate John 
Norris. Talbott writes that those who want to know “how events looked 
and felt ar the time to those of us who were involved” in the war should 
turn to Norris’s account, written with the “immediacy that can be 
provided only by someone who was an eyewitness to much of the action, 
who interviewed at length and in depth many of the participants while 
their memories were stil] fresh, and who has had access to much of the 
diplomatic record.” Norris states that “it was Yugoslavia’s resistance to 
the broader trends of political and economic reform—not the plight of 
Kosovar Albanians—that best explains NATO’s war.” That the motive for 
the NATO bombing could not have been “the plight of Kosovar 
Albanians” was already clear from the extensive Western documentary 
record. But it is interesting to hear from the highest level that the real 
reason for the bombing was that Yugoslavia was a lone holdout in 
Europe to the political and economic programs of the Clinton 
administration and its allies. Needless to say, this important revelation 
also is excluded from the canon.” 

Though the “new norm of humanitarian intervention” collapses on 
examination, there is at least one residue: the “responsibility to protect.” 
Applauding the declaration of independence of Kosovo, liberal 
commentator Roger Cohen writes that “at a deeper level, the story of 
little Kosovo is the story of changing notions of sovereignty and the 
prising open of the world” (International Herald Tribune, February 20, 
2008). The NATO bombing of Kosovo demonstrated that “human rights 
transcended narrow claims of state sovereignty” (quoting Thomas Weiss). 
The achievement, Cohen continues, was ratified by the 2005 World 
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Summit, which adopted the “responsibility to protect,” known as R2P, 
which “formalized the notion that when a state proves unable or 
unwilling to protect its people, and crimes against humanity are: 
perpetrated, the international community has an obligation to intervene— 
if necessary, and as a last resort, with military force.” Accordingly, “an, 
independent Kosovo, recognized by major Western powers, is in effect 
the first major fruit of the ideas behind R2P.” Cohen concludes: “The 
prising open of the world is slow work, but from Kosovo to Cuba it 
continues.” The NATO bombing is vindicated, and the “idealistic new 
world bent on ending inhumanity” really has reached a “noble phase” in 
its foreign policy with a “saintly glow.” In the words of international law 
professor Michael Glennon, “The crisis in Kosovo illustrates...America’s 
new willingness to do what it thinks . right—international law 
notwithstanding,” though a few years later international law was brought 
into accord with the stance of the “enlightened states” by adopting R2P. 

Again, there is a slight problem: those annoying facts. The UN World 
Summit of September 2005 explicitly rejected the claim of the NATO 
powers that they have the right to use force in alleged protection of 
human rights. Quite the contrary, the Summit reaffirmed “that the 
relevant provisions of the Charter {which explicitly bar the NATO 
actions] are sufficient to address the full range of threats to international 
peace and security.” The Summit also reaffirmed “the authority of the 
Security Council to mandate coercive action to maintain and restore 
international peace and security...acting in accordance with the purposes 
and principles of the Charter,” and the role of the General Assembly in 
this regard “in accordance with the relevant provisions of the Charter.” 
Without Security Council authorization, then, NATO has no more right 
to bomb Serbia than Saddam Hussein had to “liberate” Kuwait. The 
Summit granted no new “right of intervention” to individual states or 
regional alliances, whether under humanitarian or other professed 
grounds. 

The Summit endorsed the conclusions of a December 2004 high-level 
UN Panel, which included many prominent Western figures. The Panel 
reiterated the principles of the Charter concerning the use of force: it can 
be lawfully deployed only when authorized by the Security Council, or 
under Article 51, in defense against armed attack until the Security 
Council acts. Any other resort to force is a war crime, in fact the 
“supreme international crime” encompassing all the evil that follows, in 
the words of the Nuremberg Tribunal. The Panel concluded that “Article 
51 needs neither extension nor restriction of its long-understood 
scope,...it should be neither rewritten nor reinterpreted.” Presumably 
with the Kosovo war in mind, the Panel added that “For those impatient 
with such a response, the answer must be that, in a world full of 
perceived potential threats, the risk to the global order and the norm of 
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nonintervention on which it continues to be based is simply too great for 
the legaliry of unilateral preventive action, as distinct from collectively 
endorsed action, to be accepted. Allowing one to so act is to allow all.” 

There could hardly be a more explicit rejection of the stand of the 
self-declared “enlightened states.” 

Both the Panel and the World Summit endorsed the position of the 
non-Western world, which had firmly rejected “the so-called ‘right’ of 
humanitarian intervention” in the Declaration of the South Summit in 
2000, surely with the recent NATO bombing of Serbia in mind. This was 
the highest-level meeting ever held by the former non-aligned movement, 
accounting for 80 percent of the world’s population. It was almost 
entirely ignored, and the rare and brief references to their conclusions 
about humanitarian intervention elicited near hysteria. Thus Cambridge 
University international relations lecturer Brendan Simms, writing in the 
Times Higher Education Supplement (May 25, 2001), was infuriated by 
such “bizarre and uncritical reverence for the pronouncements of the so- 


‘called ‘South Summit G-77’—in Havanal—an improvident rabble in whose 


ranks murderers, torturers and robbers are conspicuously represented” — 
so different from the civilized folk who have been their benefactors for 
the past centuries and can scarcely control their fury when there is a 
brief allusion, without comment, to the perception of the world by the 
traditional victims, a perception since strongly endorsed by the high- 
level UN Panel and the UN World Summit in explicit contradiction to 
the self-serving pronouncements of apologists for Western resort to 
violence. 

We might ask finally whether humanitarian intervention even exists. 
There is no shortage of evidence that it does. The evidence falls into two 
categories. The first is declarations of leaders. It is all too easy to 
demonstrate that virtually every resort to force is justified by elevated 
rhetoric about noble humanitarian intentions. Japanese counterinsurgency 
documents eloquently proclaim Japan’s intention to create an “earthly 
paradise” in independent Manchukuo and North China, where Japan is 
selflessly sacrificing blood and treasure to defend the population from 
the “Chinese bandits” who terrorize them. Since these are: internal 
documents, we have no reason to doubt the sincerity of the mass 
murderers and torturers who produced them. Perhaps we may even 
entertain the possibility that Japanese emperor Hirohito was sincere in 
his surrender declaration in August 1945, when he told his people that 
“We declared war on America and Britain out of Our sincere desire to 
ensure Japan’s self-preservation and the stabilization of East Asia, it 
being far from Our thought either to infringe upon the sovereignty of 
other nations or to embark upon territorial aggrandizement.” Hitler’s 
pronouncements were no less noble when he dismembered 
Czechoslovakia, and were accepted at face value by Western leaders. 
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President Roosevelt’s close confidant Sumner Welles informed him that 
the Munich settlement “presented the opportunity for the establishment 
by the nations of the world of a new world order based upon justice and 
upon law,” in which the Nazi “moderates” would play a leading role. It 
would be hard to find an exception to professions of virtuous intent, 
even among the worst monsters. 

The second category of evidence consists of military intervention that 
had benign effects, whatever its motives: not quite humanitarian 
intervention, but at least partially approaching it. Here too there are 
illustrations. The most significant dnes by far during the post-Second 
World War era are in the 1970s: India’s invasion of East Pakistan (now 
Bangladesh), ending a huge massacre; and Vietnam’s invasion of 
Cambodia in December 1978, driving out the Khmer Rouge just as their 
atrocities were peaking. But these two cases are excluded from the canon 
on principled grounds. The invasions were not carried out by the West, 
hence do not serve the cause of establishing the West’s right to use 
force in violation of the UN Charter. Even more decisively, both 
interventions were vigorously opposed by the “idealistic new world bent 
on ending inhumanity.” The United States sent an aircraft carrier to 
Indian waters to threaten the miscreants. Washington supported a 
Chinese invasion to punish Vietnam for the crime of ending Pol Pot’s 
atrocities, and along with Britain, immediately turned to diplomatic and 
military support for the Khmer Rouge. The State Department even 
explained to Congress why it was supporting both the remnants of the 
Pol Pot regime (Democratic Kampuchea) and the Indonesian aggressors 
who were engaged in crimes in East Timor that were comparable to Pol 
Pors. The reason for this remarkable decision was that the “continuity” 
of Democratic Kampuchea with the Khmer Rouge regime “unquestionably” 
makes it “more representative of the Cambodian people than the Fretilin 
{the East Timorese resistance] is of the Timorese people.” The 
explanation was not reported, and has been effaced from properly 
sanitized history. 

Perhaps a few genuine cases of humanitarian intervention. can be 
discovered. There is, however, good reason to take seriously the stand of 
the “improvident rabble,” reaffirmed by the authentic international 
community at the highest level. The essential insight was articulated by 
the unanimous vote of the International Court of Justice in one of its 
earliest rulings, in 1949: “The Court can only regard the alleged right of 
intervention as the manifestation of a policy of force, such as has, in the 
past, given rise to most serious abuses and such as cannot, whatever be 
the defects in international organization, find a place in international 
law...; from the nature of things, [intervention] would be reserved for the 
most powerful states, and might easily lead to perverting the 
administration of justice itself.” The judgment does not bar “the 
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responsibility to protect,” as long as it is interpreted in the manner of 
the South, the high-level UN Panel, and the UN World Summit. 

Sixty years later, there is little reason to question the courts 
judgment. The UN system doubtless suffers from severe defects. The 
most critical defect is the overwhelming role of the leading violators of 
Security Council resolutions. The most effective way to violate them is 
to veto them, a privilege of the permanent members. Since the UN fell 
out of its control forty years ago the United States is far in the lead in 
vetoing resolutions on a wide range of issues, its British ally is second, 
and no one else is even close. Nevertheless, despite these and other 
serious defects of the UN system, the current world order offers no 
preferable alternative than to vest the “responsibility to protect” in the 
United Nations. In the real world, the only alternative, as Bricmont 
eloquently explains, is the “humanitarian imperialism” of the powerful 
states that claim the right to use force because they “believe it to be 
just,” all too regularly and predictably “perverting the administration of 
justice itself.” 
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When American and British forces were sent into Lebanon and 
Jordan last month, the Wall Street Journal (July 16) blurted out in 
an editorial, “we are fighting for the oil fields of the Middle 
East.” The wording is important. Neither the British nor still less 
the Americans are fighting for the oil of the Middle East....Control 
of the oil fields is another thing, however. That determines not 
who will buy the oil but who will profit from the oil. If control 
passes from the great international oi] companies to genuinely 
independent Arab countries, it won’t be long, historically 
speaking, before the entire stream of profits will be flowing in the 
same direction. 

—Leo Huberman and Paul M. Sweezy, “American Policy in 
the Middle East,” Monthly Review, September 1958 
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All social scholarship ultimately is about understanding the world to 
change it, even if the change we want is to preserve that which we most 
treasure in the status quo. This is especially and immediately true for 
political economy of media as a field of study, where research has a 
direct and important relationship with policies and structures that shape 
media and communication and influence the course of society. Because of 
this, too, the political economy of communication has had a direct 
relationship with policy makers and citizens outside the academy. The 
work, more than most other areas, cannot survive if it is “academic.” 
That is why the burgeoning media reform movement in the United States 
is so important for the field. This is a movement, astonishingly, based 
almost directly upon core political economic research. 

The political economy of media is dedicated to understanding the 
role of media in societies—e.g., whether the media system on balance 
encourages or discourages social justice, open governance, and effective 
participatory democracy. The field also examines how market structures, 
policies and subsidies, and organizational structures shape and determine 
the nature of the media system and media content. The entire field. is 
based on the explicit understanding that media systems are not natural 
or inevitable, but they result from crucial political decisions. These 
politica] decisions are not made on a blank slate or a level playing field; 
they are strongly shaped by the historical and political economic context 
of any given society at any point in time. We make our own media 
history, to paraphrase Marx, but not exactly as we please. We do not 
make it under self-selected ci rcumstances, but under circumstances 
existing already, given and transmitted from the past. “The tradition of 
all dead generations weighs like a nightmare on the brains of the living. i 

For much of the past century there has been a decided split in the 
political economy of media between U.S. scholars and those based in 
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almost every other nation in the world. In the United States it generally 
has been assumed, even by critical scholars devoted to social change, 
that a profit-driven, advertising-supported corporate media system was 
the only possible system. The media system reflected the nature of the 
U.S. political economy, and any serious effort to reform the media system 
would have to necessarily be part of a revolutionary program to overthrow 
the capitalist political economy. Since that was considered unrealistic, 
even preposterous, the structure of the media system was regarded as 
inviolable. The circumstances existing and transmitted from the past 
allowed for no alternative. . 

Elsewhere in the world, capitalism was seen as having a less solid 
grasp on any given society, and the political economy was seen as more 
susceptible to radical reform. Every bit as important, media systems 
were regarded as the results of policies, and subject to dramatic variation 
even within a capitalist political economy. In such a context it was more 
readily grasped that the nature of the media system would influence the 
broader political decisions about what sort of economy a society might 
have. In other words; the political economy not only shaped the nature 
of the media system, the nature of the media system shaped the broader 
political economy. Scholars and activists were more likely to understand 
that winning battles to reconstruct the media system were a necessary 
part of a broader process to create a more just society, even if the exact 
reforms being fought for were not especially revolutionary in their own 
right. . 

The “academic” nature of the political economy of media in the 
United States was frustrating for many of us, especially when we saw 
the way scholars played direct roles in media activism and politics in 
other nations. For many of us it became maddening at times as we 
conducted historical research on media policymaking in the United 
States. It became increasingly clear that the idea that the corporate 
commercial system was accepted as “natural” and benevolent was 
erroneous. At key moments in U.S. history, there had been considerable 
debate over how to structure the media system, and it was never a 
foregone conclusion that the system should be turned over to powerful 
commercial interests to do with as they please. Indeed, my research 
found that there was considerable opposition to the commercial media 
status quo, especially in the Progressive Era (1900-15), and the 1930s and 
1940s. . 

A more accurate way to understand the relationship of media to 
political economy in the United States in the decades since the 1940s 
was that because the system seemed entrenched, because it seemed to 
have no discernible opposition, it was, assiimed that it was simply a 
“given.” Our research on the United States tended to demonstrate how 
closely linked the media system was to the needs of those atop the 
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status quo; the point of the research was seen as providing intellectual 
self-defense, with no notion of playing offense. For political struggles 
over media, those of us who studied the political economy of media 
tended to concentrate upon struggles in other nations for a more 
equitable media system, because that was where the issues were in play. 


We often looked at the role the U.S. government played to undermine 


legitimate democratic aspirations via the media (and much else) in other 
nations. i 

This is not to say that there was not a certain amount of activism 
over media policy issues in the generations connecting the Second World 
War to the new century. But the policymaking process was corrupt and 
dominated by commercial interests. Politicians were in the pocket of 
industry, and there was no press coverage so nearly all of the public was 
in the dark. Media was a non-issue. So the television system was gift- 
wrapped and hand-delivered to Wall Street and Madison Avenue without 
a shred of public awareness and participation. The same thing happened 
with FM radio and cable and satellite: television. There was very little 
public participation during these years, except for moments during the 
1970s when popular organizing around black power and womer’s rights 
spilled over slightly to the media realm. Even then the most radical 
reform proposals barely threatened corporate dominance of the media 
system. l a 

We hit rock bottom with the Reagan years and the advent of full- 
throttle neoliberalism in the 1980s. Communication was an area Wall 
Street and the political right had zeroed in on as being exhibit A in their 
campaign to have corporate interests flower and the notion of the public 
interest become eviscerated. Soon all that remained to conduct public 
interest organizing on media issues were a handful of very small shops 
in Washington, with almost no staff, no budget, and no popular 
awareness or support. These groups battled their best, but the range of 
outcomes was narrow. The overwhelming bipartisan support for the 
passage of the 1996 Telecommunications Act, regarded as the Magna 
Carta for communication corporations at the time, was the logical 
culmination of this process. 

Not surprisingly, in such a hostile political climate, political 
economists of media in the United States began to lose their muster by 
the 1990s. If the system was unchangeable and reflected the will of the 
people, what was the point of studying its flaws, except to torture 
oneself. The field began to decline. From being among the most dynamic 
areas in media research in the 1970s and early 1980s, it gravitated toward 
obscurity. 

At the same time, though, beneath the radar of academia, mainstream 
media, and the official political culture, something was happening. Driven 
by research by the likes of Ben Bagdikian, Noam Chomsky, and Edward 
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Herman, and journalism by Alexander Cockburn, Jeff Cohen, and Norman 
Solomon, a burgeoning and sophisticated popular critique of the 
limitations of the media system for self-government began to spill past 
academic classrooms into the broader community. The linkages between 
the needs of the wealthy and powerful and the nature of what was 
covered and how it was covered in the mainstream media—the contours 
of legitimate debate—became more apparent. For citizens and activists 
the critique was like setting a match to a gas canister: if the media 
system was inhospitable to democracy and social justice and we were 
serious about democracy and social justice, we had to change the media 
system. 

So it was during the late 1980s and especially in the 1990s a 
grassroots media reform movement was born. It was signified by groups 
like Fairness & Accuracy In Reporting (FAIR) and the two Media & 
Democracy conferences organized by Don Hazen in 1996 and 1997. It was 
demonstrated by the increased interest in media critique and issues in 
progressive publications like The Nation, In These Times, Monthly 
Review, and The Progressive. But in the dispirited political times there 
was still little sense that we could do very much to change the situation. 
For a while, though, there was a certain momentum built upon the fact 
that people understood they were not alone in their concerns about 
media, that they were not insane. 

And it was not simply people on the political left who were alarmed 
by developments in the media. If radical critics had zeroed in on the 
weaknesses and biases of mainstream journalism in the best of times, by 
the 1990s it was obvious that we were heading toward the worst of 
times. With the concentration of ownership and the weakening of labor, 
the informal commitment by commercial media organizations to canons 
of professional journalism—as flawed as they were in some respects— 
experienced commercial and at times political stress. Editorial staffs 
were downsized, bureaus closed, and there was a softening of news 
standards to include more salacious and trivial material. Working 
journalists themselves made a fairly rapid transition from being the most 
stalwart defenders of the status quo to among its leading critics. More 
broadly, the spread of commercialism (and with it, vulgarity) throughout 
the media culture was disturbing to. many not on the left. In short 
popular acceptance of the media system was weakening. 

Looking back to that ancient history from today’s vantage point, we 
can now see that during these years the current media reform movement 
was enjoying a necessary “pre-history,” much like the civil rights 
movement in the 1940s and early 1950s, of the environmental movement 
in the 1960s. The tipping point came early in the new decade when the 
connection was made between the nature of the media system and a 
variety of policies and subsidies that created it. The anti-globalization 
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movement triggered by the 1999 Seattle WTO protests organically pushed 
people to media activism, as the expansion of commercial media and its 
“rah-rah business” journalism was so central to the process. The Big Lies 
protecting the corporate media system—that the United States had a 
free market media system, and that this was the system ordained as the 
only possible democratic one by the Founders in the Constitution—began 
to crumble. Certainly the United States had a profit-driven media 
system, but it was not the result of free markets. It was the result of 
policies made corruptly to the benefit of corporate interests behind closed 
doors. The Founders themselves had implemented enormous printing and 
postal subsidies to spawn a vibrant press; they were under no illusions 
that a free press could be generated by letting rich people try to make as 
much money as possible in publishing and hoping you lucked out. 

The specific issue that vaulted media reform to movement status 
came with the media ownership fight of 2003. The Federal 
Communications Commission was required by the 1996 
Telecommunications Act to review the existing media ownership rules 
every two years, and it had fallen behind schedule. These rules limited 
the number of government-granted monopoly broadcast licenses a single 
firm could own, locally and-nationally. They also put limits on how 
much other media, specifically newspapers, a company receiving the gift 
of a monopoly broadcast license to public-owned airwaves could own. 
The spirit behind these rules was to have as much ownership diversity as 
possible. The long-standing rules were popular with everyone, except the 
big media conglomerates that were salivating at the thought of 
expanding and lessening competitive pressures. 

These ownership rules were so popular that even in the Reagan era 
they could only be loosened by the FCC. But with George W. Bush at the 
helm, the big media firms went in for the kill. Many of them, like 
Murdoch’s News Corporation, Clear Channel, and Belo Corp., had been 
ardent supporters of Bush in his quest for the presidency in 2000, and 
they were leading the fight to eliminate the ownership rules. The three 
Bush appointments to the five-member FCC all made clear their support 
for the relaxation of the media ownership rules even before any research 
had been done, and they had the votes to pass the reforms they wanted. 
With Congress also under Republican control the matter looked all but 
lost in the spring of 2003. 

This was when the opposition to the proposed relaxation of the 
media ownership rules exploded, seemingly out of thin air. Within a 
year at least two million people, maybe more, had contacted the FCC 
and Congress to protest the relaxation of the rules. The protests came 
from across the political spectrum and for a variety of reasons; anger 
against the media coverage of the buildup to the invasion of Iraq in 
March 2003 was certainly a large factor. Years of bottled up frustration 
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with media came bursting forth when people gained the recognition that 
our media system was not natural, but the result of policies and 
subsidies that had been made in their name but withour their informed 
consent. The contemporary U.S. media reform movement was born. 

In the five-plus years since the ownership battle the movement has 
grown dramatically. It is no longer the province of a handful of activists 
operating in near total obscurity in Washington, with little public 
awareness or conscious support. It is uniting the grassroots with the 
policymaking process. I cofounded a group, Free Press, in December 2002 
with John Nichols and Josh Silver. Free Press had only a few staffers in 
2003. In the spring of 2008 Free Press had a staff of thirty-five, and a 
membership approaching 400,000. Although Free Press is the largest 
media reform group in the United States, there are numerous others, and 
many of them emerged since 2003. A full listing along with descriptions 
of the 165 U.S. organizations working on media reform can be located at 
www.freepress.net. Some two dozen of these media reform groups came 
. together to establish the Media & Democracy Coalition in 2005. A 
significant element of the media reform movement also characterizes 
itself as the media justice movement, because it links issues of media 
specifically with questions of social justice, in particular as they apply to 
women and communities of color. Locally based media reform groups are 
forming all the time. 

There are several distinguishing characteristics between the emerging 
media reform movement and the media activism conducted prior to 2003 
in the United States. First, although media ownership and battling media . 
concentration is the issue that galvanized the movement, several other 
issues have come into play subsequently. Free Press has led a coalition 
fight under the Save the Internet banner to preserve Network Neutrality 
on the Internet; that is, to stop the cable and telephone companies from 
effectively privatizing the Internet by deciding which Web sites travel at 
the fastest speeds. Likewise coalitions have fought the efforts of the 
Bush administration to generate fake news and otherwise subvert freedom 
of the press. And similar coalitions battled to protect public and 
community broadcasting from sharp cutbacks in 2005. Looking forward 
there are numerous important policy issues in play or on the horizon. 
Each of these issues brings different constituencies into the movement; 
our job is to get them to see that they have a stake in all the other 
media reform issues that exist as well. It is not too much to say that 
the course of the digital communication system will be determined to a 
large extent by the outcome of these fights. 

Second, the goal of the media reform movement is simply to make 
media policy a political issue. Once the matter is debated in the light of 
day, there will be progressive outcomes. The strength of the corporate 
status quo was not that it was so popular or democratic, but, rather, 
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that it cultivated the notion that there was no alternative to the status 
quo; it had been mandated by the Founding Fathers, Adam Smith, or 
God, or some combination thereof. Once it became clear that that was 
purely propagandistic, and the media system was subjected to a clear- 
eyed analysis, the debate shifted radically. This is the moment we are in 
now, where millions of Americans understand that there is nothing 
natural about the media system and they have a right and a responsibility 
to participate in policy deliberations. This, too, has been the source of 
major victories for the media reform movement. As a result of its work, 
Congress required the FCC to hold six public hearings around the nation 
in 2006 and 2007 before making any changes in the media ownership 
rules. The FCC has also agreed to hold public hearings in 2008 on the 
future of the Internet, due to activist pressure. In 2008, too, 
Representative Edward Markey (D-Mass.) and Chip Pickering (R-Miss.) 
co-sponsored the Internet Freedom Act, legislation that not only calls for 
Network Neutrality but requires the FCC to hold a minimum of eight 
major public “broadband summits” across the nation on the future of the 
Internet. This is all revolutionary, the democratization of media 
policymaking, and it may be the one great contribution of the movement 
to activists working in other areas of public life. 

Third, although the media reform movement concentrates upon policy 
activism, it is closely linked to groups creating independent media, 
which has exploded on the Internet, and to those who provide criticism 
of the mainstream media. Those doing independent media need success 
in the policy realm to assure they have a possibility to be effective while 
those doing criticism and educational work do so with the ultimate aim 
of changing the system. The three branches of media activism rise and 
fall together. And all of them are dependent upon strong relations with 
media workers in the corporate sector, who increasingly find themselves 
estranged from the needs and values of their owners. Hence the struggle 
for trade unions representing media workers is a core demand of the 
media reform movement. As we are discovering today in the United 
States in the struggle to keep newspaper journalism alive, it is the 
newspaper unions alone within the system that have a clear stake in 
seeing that viable journalism exist. The conglomerate owners could not 
care less. 

Fourth, the United States, which was the global laggard in media 
activism for decades, has become something of a leader. Activists from 
other nations now attend the periodic media reform conference sponsored 
by Free Press to get up to speed on developments in the United States. 
By 2007 Canadians were beginning to work on establishing an 
organization similar in scope to Free Press. In the coming years it will 
be crucial that activists not only develop their movements in their own 
nations, but that they continue to coordinate their labors, as so many of 
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the issues are global and revolve around trade and economic regulatory 
policies. 

How far the U.S. media reform movement can go as a global leader is 
uncertain. Although the movement is nonpartisan and‘ attracts support 
from elements of the political right, in the final analysis its success 
depends upon the growth and rise in power of popular political forces, 
i.e., the political left. These forces are weak and largely inchoate in the 
United States. Ultimately, the battle over media is about whether people 
or corporations, public interest or private profit, should rule the realm of 
communication. And in view of the centrality of communication to the 
political economy that increasingly leads to the question of who should 
direct all of society. This means at some point a direct confrontation 
with capital. An emergent left supporting progressive media reform is 
much easier to see in places like Latin America, Africa, or even Europe 
where capitalism is less stable or where a stronger left has traditionally 
existed. Some of the appeal of media reform movement in the United 
States is that by blasting open the media it will make it possible for 
progressive media to have a chance to succeed and contribute to 
generating a stronger and more vibrant political culture, which likely will 
mean a rejuvenated left. 

No one thinks any longer that media reform is an issue to solve 
“after the revolution.” Everyone understands that without media reform, 
there will be no revolution. In that sense it is similar to the labor 
movement, where the demand for free trade unions, hardly revolutionary 
in its own right, is a necessary precondition to building a viable 
organized left that can contest for power. Even if we do not get the 
revolution in the United States, media reform much like organized labor 
can make the nation a more just and humane place, for its own 
inhabitants and the peoples of the world. 

What should be evident is that the emergence of the U.S. media 
reform movement has been of incalculable value for political economists 
of media. In each of the areas mentioned above political economy has 
played a constructive role and before it lay myriad opportunities for 
research and public engagement. As a subfield, political economy of 
media was an area on respirators in the 1990s when the thrall of 
neoliberalism deemed the market the natural ruler of all things existing 
and made critical research appear scholastic and irrelevant. The Internet 
had magically “solved” the problem of the media, so we could all shutter 
our windows and track down new professions. In the span of a mere 
decade those propositions were turned on their heads. Today we 
understand that media systems are the result of complex political 
economic factors and crucial policy decisions. The need for engaged 
scholarship has never been more pronounced, in the United States and 
worldwide. This is our moment in the sun, our golden opportunity, and 
as political economists of the media we must seize it. 
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Stately vistas of stately vistas 
MARGE PIERCY 


Rooms opening into each other 
beckon, light filling each arch— 
not a railroad flat although I 
surely have lived in such 

in Chicago, Brooklyn. 


Power, wealth require big 


rooms and vistas—Hampton Court 
for instance that Henry stole 


from Cardinal Wolsey. Pm 


reminded of old condensed | 


milk cans with cow inside cow 


inside cow, as I stand staring 
but Versailles salons are all 


_ for giants or those who think 


they are. I can walk through - 


entering the rows of door 


- ways each contained in the next 


to my eye. Whoever needed 
to spread out so, amid chairs 
no one could loaf in, tables 


fit only for night long feasts 
mirrored rooms reflecting 
mirrored rooms? I escape 
into the sunlight under 
standing the guillotine. 





Copyright 2008 Marge Piercy, Box 1473, Wellfleet, MA 02667. 
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Turbulent Post-Civil War Period (New York: William Morrow, 2005) and her newest 
book of poetry is The Crooked Inheritance (Knopf, 2006). 
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The Fire Inside F 


RICHARD D. VOGEL 


Roxanne Dunbar-Ortiz, Roots of Resistance: A History: of Land 
Tenure in New Mexico (Norman: University of Oklahoma Press, 
2007), 239 pages, paperback, $19.95. 


Sometimes you can judge a book by its cover. The cover art of Roots 
of Resistance is powerful and angry. The stark geometric design, formed 
by swatches of blazing orange and slashes of smoldering earth tones all 
descending from cosmos into chaos, highlights abstract images of the 
suffering, enslavement, and death of the Acoma people at the hands of a 
Spanish punitive expedition in 1599: falling bodies, inverted crosses, 
dismembered feet—the punishment inflicted on all the male residents of 
the pueblo over the age of twenty-five. The original 2005 oil painting by 
Acoma Indian artist and activist Maurus Chino, titled Acoma 1599, 
Acoma, Beloved Acoma, Ancient of Days, contains more than enough raw 
energy to illuminate the history it recalls. | 

Acoma 1599 echoes the content of this book—the fire on the cover is 
the fire inside. Roots of Resistance is a powerful, angry, and, most 

importantly, informative work with a critical purpose. As the author 

observes; “The U.S. public has had little structural framework for 
conceptualizing American Indian legal and human rights.” That structural 
framework is precisely what Roots of Resistance offers the diligent 
reader. This edition of the book (which was first published in 1980) 
updates the issues of land tenure and indigenous resistance in New 
Mexico and locates them in the context of the current international 
indigenous rights movement. Roots of Resistance is a living document; 
as the struggle for indigenous rights has developed, the book has 
evolved. E 

Roots of Resistance is a testimony to the enduring validity of 


Richard D. Vogel is a political reporter who monitors the effects of globalization 
on working people and their communities. He is the author of numerous articles 
including: “The NAFTA Corridors: Offshoring U.S. Transportation Jobs to Mexico,” 
http:/Awww.monthlyreview.org/0206vogel -htm; “Transient Servitude: The U.S. Guest 
Worker Program for Exploiting Mexican and Central American Workers,” http:// 


www.monthlyreview.org/0l07vogel.htm; and “The Fight of Our Lives: The War of ^ 


Attrition against U.S. Labor” http://mrzine.monthlyreview.org/vogell130707.html. His 
e-mail address is: rd_vogel@msn.com. 
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historical materialist analysis, of which Dunbar-Ortiz shows herself to be 
a master practitioner. She establishes her theoretical orientation early in 
the book by delineating the difference between socioeconomic and 
legalistic approaches to the study of land tenure. Her quote from Erich 
Jacoby reflects her historical materialist analysis succinctly: “The patterns 
of land distribution and ownership reflect the actual power structure; 
and the saying ‘whoever owns the land wields the power’ holds true for 
entire historical epochs” (Man and Land [London: Andre Deutch, 1971], 
19). 

A quick glance at the contents of Roots of Resistance reveals the 
scope of the book. The main text is broken down into seven chapters: 
(1) “Precolonial Land Tenure” explores irrigation as the key to 
understanding early Pueblo land tenure and social organization; 
(2) “Colonization and Pueblo Land Tenure, 1598-1693” focuses on the 
impact of the Spanish conquest and colonization; (3) “The People 
Continue, 1692-1820” clarifies the contradictions and conflicts that 
developed under extended colonization and the importance of community 
land grants to the Pueblo nations; (4) “Liberation Sabotaged with U.S. 
Conquest, 1821-1848” revisits the U.S. military conquest of northern 
Mexico and the disastrous effects of Manifest Destiny on the indigenous 
nations and the Hispanic settlers; (5) “Capitalization of Land Under 
Territorial Rule, 1849-1912” highlights the capitalist expropriation of the 
land and the denial of the tradition of community ownership, a major 
blow to the Pueblo nations; (6) “Land Tenure under Capitalism” features 
analysis of the new conflicts that arose under capitalist domination, 
many of which continue up to the present day; and (7) “Land, 
Indigenousness, Identity, and Self-Determination” is the update of the 
book that explores the new global realities that effect the continuing 
history and struggles of the Pueblos. 

Dunbar-Ortiz’s analysis of the history of land tenure in New Mexico 
and the consequences of conquest and exploitation for the indigenous 
people of the land is not only a narrative of oppression but a chronicle of 
resistance. Her careful analysis reveals that the call for justice for the 
indigenous people of the region, which has been declared a lost cause by 
many commentators, is actually within reach. Her willingness to openly 
and honestly face the difficult conflict between the aspirations of the 
Pueblo Indians and the claims of the descendents of the early Hispanic 
settlers clarifies one of the most contentious issues in the quest for 
justice in the American Southwest. 

Underlying the text of Roots of Resistance is Dunbar-Ortiz’s white- 
hot anger against the exploitation and injustice suffered by the 
indigenous people of America that she lays bare for all to see. In reading 
Roots of Resistance, the perceptive reader knows that she or he is also 
encountering the roots of the author’s resistance. Dunbar-Ortiz’s struggle 
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is none other than the class struggle that drives history. 

In the book’s foreword, Simon Ortiz, Acoma Pueblo Indian writer and 
lecturer, recalls the refrain of one of his poem-songs and links it to the 
book: 

The land will endure. 
The people will endure. 
The land will go on. 
The people will go on. 
There will be victory. 
There shall be victory. 


Roxanne Dunbar-Ortiz’s Roots of Resistance: A History of Land 
Tenure in New Mexico helps to explain why there will and shall be 
victory! (xi) 

It is altogether fitting that this book has been reissued on the eve of 
the global resurgence of class struggle. In light of Dunbar-Ortiz’s lifelong 
history of engagement, we can be sure that we will continue to hear her 
clarion call for justice. 
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Global Communication Revolution 


Edited by 
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Just over a year since the beginning of the worst U.S. financial crisis 
since the Great Depression, and only six months after the federal bailout 
of Bear Stearns, the seizing up of credit markets continues. The failure of 
eight U.S. banks this year, including IndyMac, and the recent instability 
that struck the two government-sponsored mortgage giants, Fannie Mae 
and Freddie Mac, requiring a special government rescue operation, has 
had the entire financial world on edge. Mortgage-related losses by 
themselves “could cause a trillion dollars in credit to vaporize,” 
according to a special July 28, 2008, Business Week report. The downside 
effects of financial leveraging (the magnification of results associated 
with borrowed money) mean that each dollar lost by financial institutions 
could lead to reductions in lending of fifteen dollars or more, creating a 
shockwave so massive that it could reveal structural weaknesses 
throughout the economy. Already the economy is reeling, with faltering 
growth, a deep slump in housing, massive job losses, rapidly rising oil 
and consumer goods prices, and a falling dollar. 

Yet, the good news from the standpoint of capital is that the financial 
system has been stabilized somewhat (though the crisis is far from over) 
as a result of repeated government rescue operations, essentially 
socializing the losses of private investors, on the principle that the 
financial entities concerned are “too big to fail.” The Federal Reserves 
Board’s assets in June 2007 consisted almost entirely (92 percent) of 
Treasury securities. Now these amount to just 54 percent of the Fed’s 
assets, and have been replaced by, among other things, loans to financial 
institutions whose shares have been falling. Moreover, as a result of the 
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Bear Stearns rescue and subsequent Fed interventions, the public now 
bears the risk on a lot of collateralized mortgage obligations, i.e., largely 
worthless paper assets—a further cost to the taxpayers. 

This raises an important question: “Why No Outrage?” This is the 
title of an article by longtime gold bull James Grant, editor of Grant’s 
Interest Rate Observer, writing in the July 19, 2008, issue of the Wall 
Street Journal. Why is it, Grant asks, that “America’s 21st century 
financial victims,” the general public, “make no protest against the 
Federal Reserve’s showering dollars on the people who would seem to 
need them least?....Have the stewards of other people’s money not made 
a hash of high finance? Did they not enrich themselves in boom times, 
only to pass the cup to us, the taxpayers, in the bust?” Why, he asks, is 
there no populist outburst, in the historic tradition of U.S. society? 
Further, why, in the context of a 2008 presidential contest, are the 
candidates of the two major political parties virtually silent on the extent 
of the robbery taking place, and even on the financial crisis itself? “The 
American people,” he writes, “are famously slow to anger, but they are 
outdoing themselves in long suffering today.” 

The fact that such questions are being asked in the leading U.S. 
financial paper by a noted financial analyst should give us reason to 
pause. Moreover, the answers that Grant gives to his questions are as 
interesting as the questions themselves: “Possibly, in this time of 
widespread public participation in the stock market, ‘Wall Street’ is 
really ‘Main Street.” Or maybe Wall Street, its old self, owns both major 
political parties and their candidates. Or, possibly, the $4.50 gasoline 
price has absorbed every available erg of populist anger, or—yet another 
possibility—today’s financial failures are too complex to stick in 
everyman’s craw.” 

Grant’s own preferred explanation is that the populists really won in 
the days of the New Deal and later, and now, due to the expansion of 
the state’s role, Wall Street has become so “hand-in-glove with the 
government” that the space for political opposition within the system 
has evaporated. To be sure, he writes, “government is...—in theory—by 
and for the people.” But even that, he suggests, is not enough to explain 
the lack of public angst, which remains largely a mystery. 

Although we have long been opposed (and remain so) to views that 
place monetary policy at the heart of explanations of the course of 
modern capitalism—a perspective that Grant is identified with—we 
nevertheless agree with his assessment here that the state and finance 
are in bed with each other (or have at least closed ranks in the crisis, 
representing a common ruling-class viewpoint). This also extends to the 
two major political parties and their candidates. And it includes the 
media, which ought to be raising a stir. The silence in the context of a 
general election speaks volumes. We also find ourselves in accord with 
Grant’s conclusion that in the end there seems to be no completely 
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satisfactory explanation for lack of popular protest over a series of ad 
hoc grants showering hundreds of billions of dollars of public money on 
the masters of finance, collectively the richest group of capitalists on the 
planet. And that raises the question: Is this outrage present nonetheless, 
growing underground, unheard and unseen? Will it suddenly burst forth, 
like some old mole, unforeseen and in ways unimagined? That too, we 
think, is a possibility. 
The July 28 Business Week, through Michael Mandel its chief 
“economist, offers this hopeful perspective from a ruling-class standpoint: 
Nothing will happen until after the election and then the next president 
‘will most likely act immediately to initiate a massive bailout of the 
“entire mortgage-based financial system. A new president, Business Week 
presumes, will have sufficient political clout to socialize private losses 
‘even more fully at the expense of the taxpayers, without generating a 
public revolt. The truth is that the last thing that the capitalist class 
, *wants is an explosion of outrage and the destabilization of what for 
k “them is a good thing indeed...vast profits from speculative bubbles, plus 
. the government’s increasing absorption of losses on the downside: all 
paid for by an acquiescent or oblivious public. It is win-win for capital, 
and lose-lose for everyone else. In 2006 the richest | percent of the U.S. 
population received their highest share of the nation’s adjusted gross 
income in two decades, and maybe since the 1929 stock market crash, 
while their average tax rate fell to the lowest level in eighteen years or 
more (Wall Street Journal, July 23, 2008). Needless to say, the object of 
capital as a whole is to keep this game going as long as it can. 
Is there an alternative for the world? Yes, but it is one that has to be 
created. We highly recommend to MR readers Samir Amin’s new book, 
The World We Wish to See: Revolutionary Objectives in the Twenty-First 
Century (Monthly Review Press, 2008). Included in it is the entire text 
of the “Bamako Appeal,” described as “a Communist Manifesto of our 
~ _ age” (and drafted collectively by Amin and a host of others—including 
‘x MR editor John Bellamy Foster—associated with the World Forum for 
_ Alternatives). To order The World We Wish to See call 1-800-670-9499 
or go to http://Awww.monthlyreview.org/worldwewish.php. 
A mishap in the handling of the text resulted in a significant 
mistranslation of the interview of FARC spokesperson Rodrigo Granada 
published in our March 2008 issue. This has naw been corrected in the 
online version. The final sentence in the second to last paragraph in the 
| article should read: 


Uribe would have kept in prison the prisoners to be released and 
would have embarked on a political campaign at home and abroad 
j aiming to show that direct interventions henceforth would be the 


i most appropriate way to secure the release of those being held by 
i the FARC-EP, 
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Hungry for Profit presents a historical analysis and 
an incisive overview of the issues and debates 
surrounding the global commodification of agriculture. 
Contributors address the growing public concern over 
food safety and controversial developments in 
agricultural biotechnology including genetically 
engineered foods. Hungry for Profit also examines 
the extent to which our environmental, social, and 


economic problems are intertwined with structure of global agriculture as it 
now exists. 





Hungry for Profit demystifies the reasons why hunger proliferates in the 
midst of plenty and points the way toward sustainable solutions. Perhaps 
most important, it highlights the ways in which farmers, farmworkers, 
environmental and sustainable agriculture groups—as well as consumers—are 
engaged in the struggle to create a just and environmentally sound food 
system which, its editors argue, cannot be separated from a just and 


environmentally sound society. 


CONTENTS: 


AN OVERVIEW by Fred Magdoff, John Bellamy Foster & Frederick H. 

Buttel; 

1. THE AGRARIAN ORIGINS OF CAPITALISM by Ellen Meiksins Wood; 
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WiHiam D. Heffernan; 4. ECOLOGICAL IMPACTS OF INDUSTRIAL 
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by Miguel A. Altieri; 5. THE MATURING OF CAPITALIST AGRICULTURE: 
FARMER AS PROLETARIAN by R.C. Lewontin;6. NEW AGRICULTURAL 


| BIOTECHNOLOGIES: THE STRUGGLE FOR DEMOCRATIC CHOICE by Gerad 


Middendorf, Mike Skladny, Elizabeth Ransom, and Lawrence Busch; 7. GLOBAL 
FOOD POLITICS by Philip McMichael; 8. THE GREAT GLOBAL ENCLOSURE OF 


: OUR TIMES: PEASANTS AND THE AGRARIAN QUESTION AT THE END OF THE 
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_ TWENTIETH CENTURY by Farshad Araghi; 9. ORGANIZING U.S. FARM 
| WORKERS: A CONTINUOUS STRUGGLE by Linda C. Majka and Theo J. Majka; 


10. REBUILDING LOCAL FOOD SYSTEMS FROM THE GRASSROOTS UP by 
Elizabeth Henderson; 11. WANT AMID PLENTY: FROM HUNGER TO INEQUALITY 
by Janet Poppendieck; 12. CUBA: A SUCCESSFUL CASE STUDY OF 
SUSTAINABLE AGRICULTURE by Peter M. Rosset; 13. THE IMPORTANCE OF 
LAND REFORM IN THE RECONSTRUCTION OF CHINA by William Hinton 
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EDITORIAL 


‘(continued from page 64) 


within India, “concessional” electric power is charged for at high rates, 
payment for Nepali Jands submerged or leased have not been made after many 
decades, promised roads were not built by India, and maintenance of the 
embankments—and the embankments themselves—collapsed. See SB Pun, “Kosi 
River: From ‘Sorrow of Bihar’ to ‘Sorrow of Nepal?’ “ Spotlight, Sept 5, 2008 
<http://www.nepalnews.com/contents/2008/englishweekly/spotlight/sep/sep05/ 
national3.php> 

It is not only the embankments that have been breached, the 1954 Koshi 


-agreement——an unequal treaty if ever there were one— has been breached as 


well. Under international law it is now no more than a scrap of paper. There 
is no hope for a rational solution to the dramatic challenges of the ecological 
water crisis from the criminal gang of bourgeois Bihari politicians, from 
deranged giant dam proponents, from Chidarnbaram&Co, from the “cross-fire” 
murdering generals of Bangladesh, or from the gentle hands of the Sangh 
Parivar. But Nepal is a necessary participant in any water plan; that is where 
the rivers commence. When Prachanda sits down to renegotiate the water 
treaties he will be representing not only Nepal, but the hopes of all in the 
region for a better future. Yet ultimately if we are successfully to manage the 
looming environmental water disaster it shall require a radical change in the 


- balance of class forces in society in both India and Bangladesh; we can hope 





that Nepal will light the path. 
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another 125 km of embankments were constructed to the south to safeguard 
eastern Bihar from floods. For 50 years the Koshi has deposited its silt, which 
previously had been deposited over a wide region, on its bed between the 
confining embankments. As the bed was raised, the embankments were raised 
as well. And by a gradual but inexorable process, the Koshi came to flow on 
what was now a plateau up to five metres higher than the surrounding plains 
of Terai and Bihar. 

As a result of these measures, 386 villages spread across the four districts of 
Saharsa, Supaul, Madhubani and Darbhanga, and over eight lakhs of cultivators 


were trapped within the embankments of the Koshi, whose waters pass over | 
these villages every year at the end of the monsoon. This is a land of utter =f 
misery, lacking electricity, roads, hospitals, cinema house, bank, block or any? 
other government office. And outside the embankments the flood control; 
measures have been a total failure. Eklavya Prasad of Megh Pyne Abhiyan, a ` 


recognized expert, has estimated that the flood prone area of Bihar has tripled 


since the construction of the Koshi barrage. The record of the Government of / 


Bihar in maintaining the embankments has been one of scandalous corruption: 
and failure. Embankments were breached in Dalwa (Nepal) in 1963, Jamalpur 
(Darbhanga) in 1968, Bhatania (Supaul) in 1971, Bahuarwa (Saharsa) in 1980, 


the resulting floods were a welcome opportunity for theft and extortion. 
` On August 18, 2008, and at a time of relatively moderate flow of the Koshi, 


the embankment was breached in Western Kusaha Panchayat in Nepal. Ther ei 


y 


Government of Bihar failed to respond, and this time the damage became in all 


probability irreversible. The Koshi spilled out ‘of the plateau it had been 


permitted to build and immediately inundated: four Panchayats of Sunsari | 


district in Nepal, with a population of some 35,000. ‘The river now spread out | 


to the east through Bihar, seeking its old channels on its way to the ese 
Blocked on the west from its bed by its towering embankments, and from a ' 
direct route to the south by raised roadways, the river created an inland sea. 
The Koshi did not break through to the Ganges until well into September. By 
this time official sources acknowledged that 35 lakh people have been flooded . 





4A 
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Hempur (Saharsa) in 1984 and Joginia (Nepal) in 1991. For the Bihari politicians 


out, and the true figure is surely far higher. The response of the Bihar and. 


Union governments has been worse than inadequate, verging on the criminal.’ 


Deaths number in the thousands, and continue in the improvised camps where” 


water and food are scarce, and disease flourishes. As you can see, neither the ` 
flood nor the response were a “natural calamity” but one squarely the result of 


the acts and omissions of the rulers of India and Bihar over the last fifty years, 
continuing to this very moment. 


came the first hint of a better future. Nepal Prime Minister Prachanda said 
after a visit to Sunsari, one of his first tasks as PM, that the Indo-Nepal Treaty 
of 1954 was “a, historical blunder”. Indian promises to Nepal in the 1954 Koshi 
agreement (and its subsequent amendments) of benefits have without (A 
exception turned out to be lies. The irrigated land lies (today submerged) 


(continued on page ays 
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In this stench of death and failure of the Indian post-Independence regime, 
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Sikkim and the Kanchenjunga massif west to the regions north of the 
Kathmandu valley. The Koshi enters Bihar and -merges into Ganges. The 
steady gradual erosion of the relatively “young” Himal mountain chain 
occurs throughout the immense fan shaped drainage basin, and the river 
Koshi carries a part of this load as sediment. This sediment is deposited 
every year in the Nepali Terai and Bihar where the river slows down’ after 
racing through the mountain valleys. As silt accumulates the previous route 
of the river is blocked, floods result and the river finds new channels to 
meet the Ganges. In historical time the river has moved over great 
distances; in the last 250 years the Koshi has shifted over a distance of 112 
kms from Purnea in the east to Saharsa in the west. The question of 
whether or not to try to capture the river within embankments so as. to’ 
check the shift as well as to control flood became a subject of discussion 
long before Independence. It was well understood early in the 20 century 
that the existence of embankments often increased the adverse effect of 
floods. Absent embankments floods were frequent but not severe, the land 
benefited from the sediment deposited, and housing could be constructed 
on slightly higher ground (or even on stilts) so as to remain habitable in 
all but the most severe floods. The 1937 Bihar Flood Conferencé centered 
on the “Embankments versus No embankments” debate. 

Two characteristics of the new Indian. governing class after 
Independence set the course that resulted in the Koshi disaster of 2008; 
the illusory pursuit of development without social revolution by means of 
gigantic technological projects (such as massive dams), and the imposition 
of (sub)imperialist control over the Himalayan nations of Nepal, Sikkim 
and: Bhutan. In 1950 an ambitious multipurpose project was prepared to 
‘ moderate floods, generate hydropower, to irrigate land in both India and 
Nepal, and provide navigation facilities in a reservoir and the river 
downstream. The project envisioned that the land to be flooded and the 
barrages to be built would all be on the Nepal side of the border. 
Obtaining agreement from Nepal was obviously a problem, but in 1954 the 
Nepal government of M.P-Koirala, generally agreed to be the most 
subservient government to India in the second half of the 20% century, was 
compelled to sign the Koshi agreement. The Indians obtained 
“extraterritorial” rights within Nepal. 

The barrage building engineering knowledge was wholly based on 
rivers of Europe and North America not subject to extensive silting. And 
the project was inaugurated in March 1955 by the President of India, who 
had himself expressed the view in 1937 Bihar Flood Conference that the silt 
brought down by a river descending from the Himalayan range would be 
on a scale different from anything experienced elsewhere. The Koshi was 
barraged at Bhimnagar on the Nepal-India border, and management 
entrusted explicitly and exclusively to the Government of Bihar. Long 
-levees were built on both sides upstream of the barrage to guide the water 
to the barrage, there to feed two large irrigation canals. Downstream, 


(continued on page 64) 
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